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We are customer-focused and 
are developing and delivering 
products and services based on their needs. 


We can compete and are ready to meet the 
challenges of the new marketplace. 


We are capitalizing on our assets and building value 
through collaboration and co-operation with 
customers, communities and governments. § 
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Tough choices and difficult decisions marked the year 1999 for TransCanada. On behialf of the 
te i to provide shareholders with the rationale for several 
year. The tough choices relate to four key areas 


In July, George Watson, the Chief Executive Officer for the past 
five years, departed and was replaced by Doug Baldwin who had been elected to 
the Board of Directors. at the last annual meeting. Mr. Baldwin has subsequently 
restructured the Executive Leadership Team and moved aggressively to focus 
the direction for the company. The Board has been impressed with Mr. Baldwin’s 
leadership and the accomplishments of his new management team and fully 


endorses the revised business strategy and focus. 


During the three years prior to the merger, TransCanada and NOVA 


Corporation made large investments in midstream and international assets in 
Richard F. Haskayne anticipation of earning substantially higher returns than those in the regulated 


Chatman of the North American pipeline businesses. 


eee Investors supported this strategy and the TransCanada share price 
improved in anticipation that the higher returns expected on those assets would 
result in a significant increase in the company’s earnings. When it became 
apparent during 1999 that earnings from these non-regulated investments were 
significantly below expectations, an exhaustive examination of each non-regulated 
asset was undertaken. A number of these assets are solid investments, but are 
not considered core to the company. 

At the time of the merger, positive earnings from these assets were 
expected to carry the investment and add to the company’s growth. In fact, because 
of the cyclical weakness of some of the assets and changed market conditions, 
the actual earnings from these combined assets in 1999 were negligible and the 
projected future earnings were diminished. As a result, in December the Board 
approved a new direction for the company that required the disposition of these 
assets. These planned dispositions have been accounted for as discontinued 
operations and the company recorded a provision of $587 million in 1999, after 


taking into account expected proceeds of approximately $3 billion. 
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These assets have good future prospects and their value has been 
reflected in the estimated proceeds. These funds as received will be used to 
reduce financing costs being charged against earnings. Accordingly, an earnings 


improvement is expected for 2001 as this cash is productively redeployed. 


Finances The under performing assets were adversely impacting the company’s 
balance sheet and if left to continue could have impaired the transmission 
business of the company. Accordingly, management and the Board concluded 
the best solution under the circumstances was to divest of these assets through 
a sales process and restore the integrity of the balance sheet while improving 


future earnings. 


Dividends The annual dividend rate established at the time of the merger took 
into consideration the projection of future earnings, capital requirements and 
the financial condition of the company, together with other relevant factors. At 
that time, total 1999 earnings were forecast in a range that made the dividend 
of $1.12 per share appear reasonable. Since that time, market conditions have 
changed and the earnings of the non-regulated assets fell far below the earlier 
projections. The Directors made the decision to reduce the dividend to an annual 


rate of $0.80 per share, which we believe is sustainable. The decision to reduce 


‘the dividend was only made after careful consideration of all the alternatives. 


Directors and Employe All of us are disappointed with the current situation and 
have dedicated an enormous amount of time and energy to resolving the difficult 
issues, which were compounded by market events subsequent to the merger. 
The dramatic actions initiated by the new management team have been unanimously 
supported by the Board with consultation from major investment bankers. 

We especially appreciate the perseverance and dedication of the 
employees through these turbulent and trying times. The Directors have great 
confidence in the leadership, which is being demonstrated daily as the company 


works its way through this difficult period of transition. 


The Path Forwa While much focus has been placed on issues associated 
with the merger, the fundamental problem was that a number of non-core 
assets significantly under performed earnings expectations. This was compounded 


by the financial structure related to these assets. 
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While recent events have certainly been unsettling to those of us 
who are previous shareholders of TransCanada and NOVA, we are still, today, 
shareholders in a company with underlying strength, value and potential in its 
combined core assets. There is an important future for TransCanada. The company 
owns a vital gas transmission link in North America and the core business is still 
one of Canada’s largest and most profitable operations. We have been compelled 
to make some difficult choices in 1999, but we believe the path has been cleared 
for the company to grow and prosper in the future. Basically, the Board believes 
that with the release of non earning capital, a focus on the new opportunities in our 
core businesses and the convergence of gas and electricity markets in North 
America, the company is positioning itself well for the future. 

The Board, management and employees are dedicated to restoring 
shareholder value and demonstrating that the current stock price does not 
reflect the underlying value and future potential of TransCanada. 

In summary, the foregoing comments are intended to briefly explain 
the issues the company faces and the actions taken by the Board with respect to 
management, strategy, finances and dividend policy and express confidence in 


the path on which the company is carefully focused. 
On behalf of the Board of Directors, 


Richard F. Haskayne 
Chairman of the 


Board of Directors 


February 29, 2000 
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Fellow Shareholders 


Douglas D. Baldwin 


President and 
Chief Executive Officer 
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Our 1998 merger with NOVA Corporation significantly 
strengthened TransCanada’s core business in North America and it is here, in 
Canada and the northern tier of the United States, where we are positioned to grow. 
No other Canadian company has the infrastructure we already have in place. 
The 37,780 kilometres of pipeline we own and operate, and the 8,399 kilometres of 
pipeline in which we have an interest, span the continent through six provinces 
and 17 states. We transport 77 per cent of the natural gas produced in western 
Canada, with 60 per cent of our total volume delivered to U.S. markets. Our 
wholly-owned and affiliated pipeline networks deliver gas to some of the continent’s 
fastest-growing market areas. This is our core business and our core strength. 

We have also developed a successful power generation business, which 
has grown over the past five years to include interests in 10 plants in our core 
markets of western Canada, Ontario and the northern tier of the United States. 
We are a pioneer of independent power production in North America and currently 
manage plants with a combined generating capacity of 859 megawatts through 
TransCanada Power and TransCanada Power, L.P., a limited partnership created 
and managed by TransCanada with a market capitalization of approximately 
$825 million at December 31, 1999. A number of the facilities within our power 
portfolio are located adjacent to the natural gas-fired compressor stations along 
our gas transmission systems, and most are fuelled by the waste heat generated 
by the compressors. This positioning allows us to capture synergies between 
pipelines and power by leveraging off our expertise in fuel supply, transportation, 


construction and commodity marketing. 


Our plan to restore the company and position it for growth is 
clear, simple and focused. We have an immediate need to improve TransCanada’s 
financial position, which will be accomplished by the sale of all assets outside 
the scope of our core businesses. In December 1999, we completed the disposition 
of our U.S. midstream business and our investment in the East Australian Pipeline. 
Discussions are proceeding with interested parties for the sale of international 
and Canadian midstream assets. We expect this process to be substantially complete 


within 12 months. 
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The targeted $3 billion in proceeds from the sale of these assets will 
be used primarily to repay debt which will reduce financing costs and improve our 
ability to generate stronger earnings and cash flow. This is a critical component 
of our strategy as it will allow TransCanada to respond to opportunities and 


reinvest in our core businesses to grow the company. 


We Are Building } We are working with stakeholders toward the development 
of a more flexible regulatory framework that will offer greater incentives to 
reduce costs and will allow us to generate revenue from new product and service 
offerings. The risks associated with the gas transportation business have changed 
and are expected to continue to change as the gas transportation industry becomes 
more competitive. However, in Canada, the fundamental bases upon which rates 
are set have not changed to reflect the changing business environment. TransCanada 
anticipates the nature of regulation will continue to evolve as competition in the 
North American pipeline grid increases. A near-term objective is to seek a change 
to the annual rate of return on common equity. TransCanada does not believe the 
formula, which was established in 1995 when market conditions were substantially 
different, gives appropriate recognition to current and future business risks and 
the competitive nature of the capital marketplace. 

We are pleased with the Alberta Energy and Utilities Board’s approval 
of TransCanada’s new Products and Pricing receipt-point structure for tolls and 
services on our Alberta System. The new pricing structure replaces the existing 
postage-stamp tolling method and provides increased cost-accountability by better 
reflecting the actual costs of transportation. Most importantly, the new structure 
provides the flexibility we need to strengthen our transmission business. 

We surveyed our customers in 1999 and learned they want more 
choices and greater flexibility in their contract terms and pricing. We are confident 
in our ability to adapt to the new environment, where we will be in a position 
to offer alternate products and services to our customers — which will ultimately 
lead to enhanced profitability for TransCanada. 

Competition is a powerful force. As we move toward a more flexible 
regulatory regime, we believe the industry will change dramatically. The advent 
of new pipeline systems has changed our business environment and is bringing 
new choices to our customers. End users now have multiple sources of natural 
gas from which to choose, and many shippers want shorter-term contracts to 


increase their flexibility. 
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1» and Progress Nineteen ninety-nine was a year of con- 
solidation and progress for TransCanada as we initiated steps to position the 
company for future growth. We successfully delivered on our promise to dispose of 
$1 billion of assets, completing the sale of ANGUS Chemicals, our U.S. midstream 
facilities and natural gas liquids marketing businesses, and a portion of our 
investment in Northern Border pipeline system. These initiatives enhanced the 
company’s financial position and support our strategy going forward. 

TransCanada remains a healthy and viable company with the ability 
to generate strong cash flow. In spite of the under performance of some non-core 
assets which are now up for sale, we generated robust cash flows of $1.3 billion 
from operations in 1999. 

Also during 1999, we created TC PipeLines, LP to serve as our primary 
acquisition and growth vehicle for pipeline assets in the United States. This publicly 
held limited partnership has allowed us to retain an interest in Northern Border 
while providing access to U.S. markets and generating steady cash flow. Our 
commitment to TC PipeLines, LP remains strong and it will form an integral 
component of our future U.S. pipeline growth. 

Our post-merger focus on reducing costs, eliminating duplication of 
services, tightening our management structure and creating economies of scale 
continued with great success in 1999. We now anticipate annualized cost savings 
from the merger with NOVA will exceed the original estimate of $100 million by 
50 per cent. To date, we have achieved $95 million in annualized savings and we 
expect another $55 million in cost reductions from continuing operations in 2000. 
A significant portion of cost savings, $70 million, is the result of our transmission 
business and is shared equally with customers. 

Access to capital on competitive terms is essential to TransCanada’s 
long-term success. Recognizing this, our bold restructuring plan demonstrates 
our commitment to restoring financial strength to historic levels. By applying 
the sizable proceeds from the sale of assets toward strengthening the company’s 
balance sheet, TransCanada will secure the financial flexibility needed to pursue 


attractive new projects in our core businesses. 
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Extending O Expansion of the Canadian Mainline system continued 
during 1999, adding 100 million cubic feet per day of throughput capacity with the 
construction of 156 kilometres of pipe and the addition of four new compressor 
stations. Since November 1996, we have added nearly one billion cubic feet per day 
of capacity to the Canadian Mainline, which is now capable of handling nearly 


7.5 billion cubic feet per day of natural gas through 14,900 kilometres of pipe. 


In western Canada, we recognized some 
time ago that increased access to the strong and growing U.S. market would 
become critical to realizing our own growth plans. New pipeline projects are 
currently under way which will provide excess take-away capacity into the U.S. 
midwest in the short term. However, the growth in U.S. demand is expected to 
fill the existing and under-construction pipelines, and we anticipate our utilization 
rates will approach historic levels within five years. 


Demand for natural gas in North America is expected to grow by 


7.6 trillion cubic feet by 2010, an impressive 30 per cent, due primarily to its use as 


the fuel of choice in power generation. All projections indicate that U.S. production 
will not meet these growing needs. Canadian gas producers, who currently supply 
about 25 per cent of total North American consumption, will claim a larger share of 
the market. For TransCanada, this represents a significant opportunity to increase 
deliveries to our major markets. By 2010, production from the Western Canada 
Sedimentary Basin is expected to grow by 40 per cent to meet the growth in 
natural gas consumption across North America. 

The challenge for producers, shippers and pipeline companies will be 
to provide the supply and infrastructure to meet this opportunity. At TransCanada, 
we are positioned to play a major role in capturing new opportunities in the 
development of frontier gas, which we believe will be the next significant source 
of supply. Discussions are under way in the pursuit of strategic alliances or 
partnership arrangements with producers and other pipeline companies to develop 
the Mackenzie Delta/Beaufort Sea area of the Canadian north. We are also pursuing 
opportunities to access new supply off the east coast, where the Portland and 


TOM pipelines offer transmission connections to major markets. 
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We expect to achieve growth in our core businesses by applying our 
existing skills and expertise in pipelining and power generation to related projects 
within North America. All new ventures will capitalize on our core strengths 


within existing markets. 


We are optimistic about what the future holds for our industry, 
and for TransCanada. Growing demand across North America for natural gas, the 
cleanest-burning fossil fuel, will continue to offer exciting new opportunities 


for TransCanada. 


In September 1999, we reorganized the company’s 
senior management and have a smaller, stronger new Executive Leadership Team 
in place, identified on the inside back cover by name and area of responsibility. 
Although we were faced with some very difficult decisions during 1999, the team 
is committed to restoring financial strength and positioning the company to pursue 


opportunities in our core businesses. 


One of the things I believe will shape this company’s 
future and make us successful as we navigate the waters of this ever-changing 
marketplace is our hard-working and dedicated workforce. The skills and expertise 
of each of our employees are what separate TransCanada from our competitors. 
Their commitment to excellence and loyalty to the company through these times 
of change has not gone unnoticed. | thank them for their efforts, individually 
and as a group. Together, we will lead TransCanada into this exciting new phase 
of growth. 

The core assets of the company remain strong and the opportunities 
ahead offer tremendous potential. With a renewed focus, we are positioned to 


provide growth and value in the years ahead. 


Yours very truly, 


Douglas D. Baldwin 


President and 
Chief Executive Officer 


February 29, 2000 


PRESIDENT’S MESSAGE 


HEALTH, SAFETY AND ENVIRONMENT, AND COMMUNITY INVESTMENT 


TRANSCANADA 99 AR 


Health, Safety and Environment Commitment (12 "Executive Le 
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Finding Solutions to Climate Change 
In May 1999, TransCanada was 
honoured with an Environmental 
Achievement Award from CEPA, 
the Canadian Energy Pipeline 

- Association, for its work in reducing 
fugitive emissions of methane gas 
in Alberta during 1998. Through an 
intense leak detection program 
involving 22,000 kilometres of 
pipeline, 1,200 meter stations, 
700 valve sites and 48 compressor 
stations, the company achieved a 
124,000-tonne carbon dioxide 
equivalent reduction in emissions. 
The program also earned 
TransCanada a position as a finalist 
in the 1999 Alberta Emerald Awards 
for Environmental Excellence. 


The following principles will guide and measure our corporate goals and objectives 
in Health, Safety and Environment: 


m We conduct our business so it meets or exceeds all applicable laws and regulations 
and minimizes risks to our employees, the public and the environment; 


We are committed to continuously improving our Health, Safety and Environment 
performance; 


We will continually promote employee safety on and off the job; 
We believe all occupational injuries and illnesses are preventable; 


We will respect the diverse environments and cultures in which we operate; 


We will endeavour to do business with companies and contractors that share our 
expectations for Health, Safety and Environment performance and commitment 
and we will regularly assess their performance; 


m We will use our influence with companies in which we have partial ownership 
so they will want to meet the Health, Safety and Environment Commitment 
of TransCanada, and 


m We support open communication between TransCanada, the public, the scientific 
community and policy makers and public interest groups who research, develop 
and implement standards for health, safety and environmental protection. 

At TransCanada, we believe all employees are responsible and accountable for 

Health, Safety and Environment performance. 

As endorsed by TransCanada’s Executive Leadership Team. 

Meeting the Challenges of Global Climate C TransCanada is committed 

to the development of innovative and economically effective solutions to global 

climate change, with a focus on incentives that reward action. We believe solutions 
to this challenge lie in the development of new technologies and excellence in 
environmental performance, as outlined in the following seven principles: 

m TransCanada believes in promoting global solutions to this global challenge; 


m TransCanada supports a unified response to climate change that maintains 
or enhances Canada’s competitiveness with our major trading partners; 


m TransCanada believes governments should recognize and give credit for 
early actions to mitigate emissions; 

= TransCanada believes governments should establish achievable targets and 
schedules that balance economic health with environmental concerns; 

m= TransCanada acknowledges the science as uncertain, but believes prudent 
action is required; 
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TransCanada and United Way — 
Making a Difference 


403.267.3309 
www.transcanada.com. 


TransCanada believes natural gas is part of the global solution for climate 
change, and 


TransCanada believes in a strong commitment to technological innovation. 


Since 1995, TransCanada has actively participated in the federal 
government’s Climate Change Voluntary Challenge and Registry (VCR). We have 
developed a coordinated approach to climate change using our best environmental 
practices. We are creating cross-business synergies to reduce and prevent the 
release of greenhouse gas emissions, regardless of their source. 

In the first quarter of 2000, TransCanada received the VCR’s Leadership 
Award for the Oil and Gas Pipelines and Natural Gas Distribution sector category. 
The award was based on our extraordinary commitment, action and leadership 


toward the voluntary reduction of greenhouse gases. 


At TransCanada, we are in the business of 
providing energy products and solutions to our customers across North America 
through power and pipeline connections. In the communities where we operate, 
we are connecting with organizations and individuals through a Community © 
Investment program that brings people and resources together in effective and 
innovative ways. Together, we are creating a parallel between our pipeline 
links and the energy behind human linkages and collaboration. 

We support and encourage employee volunteerism and seek oppor- 
tunities for TransCanada people to connect with community groups through 
initiatives such as the United Way’s Days of Caring. By learning more about the 
needs of the communities where we live and work, we endeavour to create 
meaningful partnerships and strengthen our connections to the community. 

In 1999, we demonstrated support for our communities and neighbours 
through a Community Investment program totalling $3.9 million. More than 
400 charitable organizations benefited from these donations, primarily in the areas 
of education, health and social services, aboriginal affairs and the environment. 
We are proud of the contributions we have made and view these investments as 
vital to the ongoing success of the company. 

Our Community Investment program for 2000 will be directed primarily 
toward education, health and social services, aboriginal affairs and the environment. 
Requests for funding through this program are evaluated against TransCanada’s 
strategic investment criteria which reflect the company’s overall business strategy. 
Our goal is to work toward the development of strategic, long-term relationships 
with the organizations we support and to ultimately help them become more 


self reliant. 
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CONSOLIDATED FINANCIAL REVIEW 


1999 net earnings from continuing operations, before HEHE) items, were $515 million or 


$1.10 per share. 


company) has set a strategic 
focusing on its core natural 
ada and the northern tier 
with its core businesses 


This strategic direction has impacted TransCanada’s Consolidated Financial 
Statements and Managements Discussion and Analysis in four significant ways. 

Firstly, the results and financial position of TransCanada’s discontinued 
operations have been segregated from continuing operations and reported 
separately for the current and comparative periods. The International and Midstream 
businesses represent the majority of discontinued operations. 

Secondly, TransCanada’s segment reporting has been revised to reflect 
management’s strategic focus. The new segments are Transmission, which includes 
wholly-owned pipelines and North American pipeline ventures, Power, Gas 
Marketing and Corporate. In addition, only direct financial charges (represented 
primarily by the company’s regulated businesses) are now reported in the respective 
business segment results. 


Consolidated Results-at-a-Glance 
Year ended December 31 


(millions of dollars except per share amounts) 1999 ee 1988- e 
Net earnings before unusual items 515 558 | 590 
Unusual items (61) (166) (98) 
Net earnings from continuing operations 454 | 392, | 492 
Net (loss)/income from | | 

discontinued operations” (524) (31) 198 
Net (loss)/income applicable to * | ioe a: 

common shares — (70) | 361 690 


Net earnings per share before 


unusual items $1.10 $1.21 | $1.30 
Unusual items per share (0.13) (0.36) | (0.22) 
Net earnings per share from ‘ 7 “nae 

continuing operations 0.97 0.85 1.08 
Net (loss)/income per share from | 

discontinued operations” (1.12) (0.07) | 0.43 
Net (loss)/income per share ae nS. ($0.15) , $0.78 $4.51 


Amounts for the years ended December 31, 1998 and 1997 include the results of the commodity chemicals business of NOVA Corporation 
which was split off effective July 2, 1998. 
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Thirdly, a $587 million after-tax charge has been included in net loss 
from discontinued operations for the year ended December 31, 1999. This is 
comprised of asset impairment charges of $159 million and a provision for loss 
on disposal of discontinued operations of $428 million. 

Fourthly, restructuring and other costs related to continuing operations 
of $108 million, after tax, were recorded in the fourth quarter of 1999. 

Net income applicable to common shares (net earnings) from continuing 
operations, before unusual items, for the year ended December 31, 1999 was 
$515 million or $1.10 per share compared to $558 million or $1.21 per share for 
the year ended December 31, 1998. 

Solid performance from the Transmission and Power businesses, 
when compared to 1998 and 1997, was offset by increased indirect financial 
charges as well as a lower contribution from the Gas Marketing business. 
During 1999 and 1998, TransCanada incurred additional financial charges to fund 
capital expenditures principally in businesses that will be sold. The anticipated 
net proceeds of approximately $3 billion from the sale of discontinued operations 
and other assets will be used primarily to reduce debt and associated financial 
charges as the proceeds are realized through 2000. 

Fiscal 1999 net earnings from continuing operations, after unusual 
items, were $454 million compared to $392 million and $492 million in 1998 and 
1997, respectively. 

The unusual items included in the 1999 financial results from continuing 
operations are restructuring and other costs of $108 million, after tax, associated 
with the strategic actions announced in December 1999, partially offset by a 
$47 million after-tax gain on the sale of a portion of TransCanada’s investment 
in Northern Border Pipeline Company (Northern Border). 

The 1998 results from continuing operations reflect restructuring 
and other costs of $166 million, after tax, related to the business combination 
with NOVA Corporation (NOVA). An unusual charge of $98 million, after tax, was 
recorded in 1997 related to Pan-Alberta Gas Ltd. (Pan-Alberta), which was sold in 
December 1998. 


Segment Results-at-a-Glance 


Year ended December 31 

(millions of dollars) = 1999 1998 1997 
Transmission 671 598 567 
Power 40 29 23 
Gas Marketing 5 24 (61) 
Corporate (262) (259) (37) 
Net earnings from continuing operations bith 454 392 492 
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TRANSMISSION 


1999 net earnings from the Transmission business were $671 million. The transmission business 


Alberta System 


id is well positioned for growth in North American 
. Capital expenditures totalled $1.2 billion 
an excellent opportunity to provide 


Transmission Results-at-a-Glance 
Year ended December 31 


(millions of dollars) 1999 1998 1997 
Wholly-Owned Pipelines iekonigs See VEE Te: (F SS 0” 
Alberta System 219 | 201 | 199 
Canadian Mainline 285 | 278 | 258 
BC System 6 | 6 | 7 
510. lke 485 
North American Pipeline Ventures 161 | 113 | 103 
Net earnings 671, | 598. | 567 
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Net earnings from Transmission in 1999 were $671 million, representing increases 
of $73 million and $104 million compared to 1998 and 1997, respectively. These 
increases reflect improved results from both the wholly-owned pipelines and 
North American pipeline ventures. 

The Transmission business faces the challenge of negotiating new 
incentive agreements with customers for the Alberta System and the Canadian 
Mainline in 2000 to replace the existing agreements. In addition, a new products 
and pricing structure has been approved for the Alberta System and a new services 
and pricing arrangement for the Canadian Mainline is being negotiated. These new 
arrangements are part of TransCanada’s response to customers’ changing needs. 

In 1999, Transmission achieved cost efficiencies through the stream- 
lining of operations. Significant effort was expended to rationalize business processes 
that were duplicated as a result of the business combination with NOVA in 1998. 
The Merger Costs & Benefits Agreement for the wholly-owned pipelines was 
approved by customers in July 1999 and provides for a reduction of operating 
costs of $70 million in 1999 and 2000. TransCanada shares the cost savings 
equally with customers. 


{OLLY- ELINES FINANCIAL REVIEW 

ALBERTA SYSTEM 

Net earnings of $219 million in 1999 were $18 million higher than 1998. The 
financial results for 1998 were comparable to 1997. The increase in 1999 net 
earnings, when compared to 1998 and 1997, reflects the growth in average 
investment base and the achievement of cost savings, half of which are retained 
by TransCanada, under the Alberta System’s incentive regulation agreement, 
the Cost-efficiency Incentive Setthement (CEIS). The return on a significant por- 
tion of the Alberta System investment base was fixed at the beginning of the 
CEIS and is not affected by changes in the approved return on equity during the 
term of the agreement. 
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Alberta System 
Capital Expenditures 
(millions of dollars) 
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Revenues 
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MANAGEMENT’S DISCUSSION & ANALYSIS 


The Alberta System is one of the largest volume carriers of natural gas 
in North America and delivered 4,597 billion cubic feet (Bcf) of natural gas in 1999, 
representing the 13" consecutive year of increased throughput volumes. The 
volumes transported by the Alberta System represent approximately 19 per cent of 
total North American natural gas production and about 77 per cent of the natural 
gas produced in the Western Canada Sedimentary Basin (WCSB). 

The Alberta System is regulated by the Alberta Energy and Utilities 
Board (EUB) under the Gas Utilities Act (Alberta) (GUA). Under the GUA, the 
rates, tolls and other charges and terms and conditions of service are subject to 
the approval of the EUB. The rate of return on deemed common equity for 
capacity capital is reset annually and is based on the mechanism established in 
the CEIS approved by the EUB. 


INCENTIVE REGULATION The CEIS was approved by the EUB in December 1996 
and expires at the end of 2000. This incentive-based agreement links costs to 
incentives and encourages cost-efficient pipeline operation and expansion. In 
addition, a capital efficiency mechanism for the Alberta System was approved 
in 1997 and extends through 2000. 

In 1999, the Alberta System shared operating and financial cost savings 
of $78 million, before tax, equally with its customers. This compares to before-tax 
savings of $37 million in 1998 and $56 million in 1997. The efficient use of capital 
generated earnings of $140,000 in 1999, compared to $5 million and $2 million 
in 1998 and 1997, respectively. A reduced capital program impacted the capital 


efficiency factor in 1999. 


RATE DESIGN On February 4, 2000, the EUB approved TransCanada’s new products 
and receipt-point pricing structure based on distance of haul and pipe diameter. 
This completes a two-year collaborative process, involving TransCanada and its 
customers. 

The new receipt-point pricing structure replaces the postage-stamp 
tolling method, introduced by the Alberta government in 1980. Postage-stamp 
tolling dictated the same unit price for natural gas transmission, regardless of how 
far the gas was transported. New receipt-point contracting terms will offer natural 
gas customers in the WCSB a choice of term-variable pricing while providing 
the same service they currently receive. 


The new products and pricing receipt-point structure is intended to: 
m increase cost accountability; 

m achieve a manageable transition through a two to four-year phase-in of new tolls; 

™ maintain simplicity, flexibility and market liquidity provided by the Inventory 
Transfers service, and 

m maintain fairness and stability of tolls. 

In addition, the new pricing structure retains features preferred by 
customers such as receipt and delivery contracting services, moves new lateral 
pipeline construction outside of the Alberta System’s principal regulated business, 
and provides customers greater choices with term-linked tolls. 
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Canadian Mainline 


BC System 


M 6 


CANADIAN MAINLINE 

The Canadian Mainline generated net earnings of $285 million in 1999, a $7 million 
increase compared to 1998 and $27 million higher than 1997. The increase in net 
earnings in 1999 was achieved despite a reduction in the allowed rate of return 
on common equity and reflects cost recoveries relating to capital transactions and 
higher earnings from growth in the average investment base. The allowed rate 
of return decreased by 63 basis points to 9.58 per cent in 1999. 

Net earnings increased $20 million in 1998, compared to 1997, primarily 
due to higher earnings from the increase in average investment base, partially 
offset by a decrease in the allowed rate of return to 10.21 per cent in 1998 from 
10.67 per cent in 1997. 

Annual deliveries of natural gas on the Canadian Mainline totalled 
2,684 Bcf in 1999, an increase over 1998 deliveries which were 2,610 Bcf. The 
1999 transportation volumes represent the 12" consecutive year of record volumes, 
a reflection of the construction of new facilities to provide additional services 
requested by TransCanada’s customers. In 1999, export deliveries comprised 
approximately 49 per cent of total deliveries, compared to 49 per cent and 
47 per cent in 1998 and 1997, respectively. 

The Canadian Mainline is regulated by the National Energy Board 
(NEB). The NEB sets tolls which allow TransCanada to recover projected costs of 
transporting natural gas and provide a return on the Canadian Mainline average 
investment base. Approved tolls set by the NEB have been based on TransCanada’s 
Incentive Cost Recovery and Revenue Sharing Setthkement (Incentive Agreement) 
described below. New facilities are approved by the NEB before construction begins. 
Changes in investment base or the return on common equity affect the net earnings 
of the Canadian Mainline. Most of the operating and financial costs of the 
Canadian Mainline are fixed and are recovered monthly from customers. 


INCENTIVE REGULATION The Incentive Agreement was approved by the NEB in 
February 1996 and expired on December 31, 1999 (see Expiry of Incentive 
Agreements below). The Incentive Agreement provided an incentive to minimize 
costs, maximize revenues from discretionary services and manage foreign exchange 
and interest costs. 

Customers will receive their share of 1999 cost savings and revenues 
from discretionary services, amounting to $19 million, through a reduction in 
the cost of service in 2000 and 2001. 


BC SYSTEM 


Net earnings of $6 million in 1999 were comparable to both 1998 and 1997. The BC 
System is regulated by the NEB on a cost of service basis. 
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The Transmission business must face the reality of increased competition. 
TransCanada accepts and is actively working with producers and customers to 
embrace this change. This work with industry partners is intended to result in 
strategies and processes for implementing a new regulatory framework in 
Canada that would not only recognize the impact of increased competition but 
allow greater customer choice. 

TransCanada’s targeted areas of focus in 2000 are: the negotiation 
of new incentive agreements for both the Alberta System and the Canadian 
Mainline; the negotiation of new pricing arrangements for the Canadian 
Mainline; achievement of a higher return on common equity to reflect the higher 
risk associated with the business, and the completion of the implementation of 
business systems and processes to achieve additional cost efficiencies. Achievement 
of these objectives will better position TransCanada for the increased level of 
competition expected from the North American pipeline system grid and will 
not significantly impact earnings in 2000. 

Transmission has delivered a significant portion of the targeted cost 
savings related to the business combination with NOVA and expects to deliver 
further savings in 2000 (see further discussion in the Corporate section on 
page M 18). 


RATE OF RETURN 
The allowed rate of return on common equity in 2000 is 9.90 per cent on a deemed 
common equity ratio of 32 per cent for the Alberta System and 30 per cent for 


| the Canadian Mainline. 


The CEIS fixed the rate of return on common equity for the Alberta 
System on the amount of investment base at the beginning of 1996, the first year of 
the incentive arrangement. The allowed rate of return on increases in capacity 
capital after that date is the same as the rate of return resulting from the NEB’s 1995 
Multi-Pipeline Cost of Capital Decision (Cost of Capital Decision). The increase 
in this return is expected to result in an increase in net earnings for the Alberta 
System of approximately $1 million in 2000. Overall, net earnings for the Alberta 
System are expected to be slightly lower in 2000 than 1999 due to decreased 
incentive earnings, partially offset by earnings from the growth in average 
investment base. 

Net earnings from the Canadian Mainline are expected to increase 
slightly in 2000 compared to 1999. The increase in the allowed rate of return to 
9.90 per cent from 9.58 per cent is expected to increase the net earnings of the 
Canadian Mainline by approximately $9 million, when compared to 1999. The 
increased excess pipeline capacity out of the WCSB expected in late 2000 should 
not impact earnings in 2000. 


CAPITAL EXPENDITURES 

In 2000, TransCanada expects to spend about $189 million and $175 million on 
capital expenditures related to the Alberta System and the Canadian Mainline, 
respectively. These capital expenditures will be made primarily for maintenance 
capital. With the expected excess capacity out of the WCSB increasing in late 2000 
and the focus on readying the business for increased competition, TransCanada 
believes capital expenditures will continue at this level for the next few years. 


TRANSCANADA 99 AR 


North American 
Pipeline Ventures 


Great Lakes 


Northern Border 


Iroquois 


COMPETITION 

The risks associated with the gas transportation business have changed and are 
expected to continue to change as the gas transportation industry becomes more 
competitive. However, in Canada, the fundamental bases upon which rates are 
set have not changed to reflect the changing business environment. TransCanada 
anticipates the nature of regulation will continue to evolve as competition in the 
North American pipeline grid increases. A near-term objective is to seek a change 
to the NEB’s Cost of Capital Decision under which TransCanada’s annual rate of 
return on common equity is established. TransCanada does not believe the formula, 
which was established in 1995 when market conditions were substantially different, 
gives appropriate recognition to current and future investor expectations and 
the competitive nature of the capital marketplace. 

Alliance Pipeline (Alliance), a 3,000-kilometre natural gas pipeline 
which will extend from northeast British Columbia to the Chicago area, is expected 
to be in service in late 2000. In addition, Vector Pipeline, a 550-kilometre pipeline 
from Chicago to Dawn, Ontario has received all regulatory approvals and con- 
struction commenced in January 2000. TransCanada supports a competitive 
marketplace and believes it is well positioned to compete. However, due to 
longer-term contracts on these new pipelines and shorter-term contracts on 
TransCanada’s pipelines, the capacity utilization rate of the Alberta System and the 
Canadian Mainline will decrease. TransCanada expects historical throughput of 
approximately 100 per cent of capacity will be reduced in the next few years to 
between 80 and 85 per cent. This will allow the company to offer more flexibility 
to customers for peak weather-driven markets and customized services such as 
peak load services for power generators. The expected growth in market demand 
for natural gas, particularly for power generation, in all geographic areas served 
by Transmission could result in an increase in capacity utilization over the 
longer term. Any increase in utilization will be dependent upon many factors, 
including the growth in supply in the WCSB and the growth in market demand. 


EXPIRY OF INCENTIVE AGREEMENTS 
The Cost-efficiency Incentive Settlement for the Alberta System expires on 
December 31, 2000 and TransCanada has commenced negotiation of a new 
agreement with customers. In the event that a further agreement proves unattainable, 
TransCanada will be required to file a general rate application with the EUB to 
determine its tolls and revenue requirement for the Alberta System for 2001. 
The Incentive Agreement for the Canadian Mainline expired on 
December 31, 1999. TransCanada filed an application with the NEB in 
December 1999 to establish its tolls and revenue requirement for 2000. The 
application reflects a cost of service tolling methodology. Operations, maintenance 
and administrative costs are handled under the Merger Costs & Benefits Agreement. 
The foreign exchange and interest rate management programs have been 
extended to December 31, 2000. The NEB approved the interim tolls effective 
January 1, 2000. TransCanada continues to discuss the application with its customers 
and cannot determine when a decision by the NEB may be rendered. 
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Tuscarora 

TransCanada owns 50 per cent 

of the Tuscarora Gas Transmission 
Company (Tuscarora), which 
operates a 369-kilometre pipeline 
system transporting gas from 
Malin, Oregon to Reno, Nevada 
with delivery points in 
northeastern California. 


Portland 

During 1999, construction was 

completed and the 471-kilometre 

Portiand Natural Gas Transmission 
‘ System (Portland) was placed in 

service. TransCanada owns 

21.4 per cent of Portland, which 

connects with TQM near Pittsburg, 

New Hampshire and has delivery 

points in Massachusetts. 


Foothills 

Foothills Pipe Lines Ltd. (Foothills) 
‘carries natural gas for export from 
central Alberta to the U.S. border to 
serve markets in the U.S. Midwest, 
Pacific Northwest and California. 
TransCanada owns 69.5 per cent of 
Foothills (Sask.), 74.5 per cent of 
Foothills (Alta.) and 74.5 per cent 
of Foothills (South B.C.). Together, 
these pipeline systems total 

1,040 kilometres in length. 


TQM 

TQM is a 572-kilometre natural gas 
pipeline system which connects 
with the Canadian Mainline and 
transports gas from Montréal to 
Québec City and to the Portland 
system. TransCanada holds a 

50 per cent interest in TQM. 


MANAGEMENT’S DISCUSSION & ANALYSIS 


SAFETY 

Public safety is a top priority at TransCanada. The three-year accelerated 
Pipeline Maintenance Program (PMP) for the Canadian Mainline was completed 
in 1999. This program established a baseline from which future programs can 
be performed efficiently and effectively. The PMP for the Alberta System included 
an enhanced program in 1999 to address stress corrosion cracking (SCC) concerns 
stemming from two SCC incidents. The 1999 program was completed successfully 
and the enhanced program will continue in 2000. 


GAS SUPPLY 

Based on 1998 year-end estimates, the WCSB had remaining established 
reserves of natural gas of 61 trillion cubic feet (Tcf) with a remaining reserves 
to production ratio of approximately 10 years at current levels of production. 
Production of natural gas from the WCSB has increased nine per cent since 1995. 
TransCanada believes supply can be expected to meet domestic and export 
demands for the foreseeable future. 


NORTH AMERICAN PIPELINE VENTURES FINANCIAL REVIEW 

TransCanada’s proportionate share of net earnings from its other gas transmission 
businesses was $161 million in 1999, compared to $113 million in 1998 and 
$103 million in 1997. The increase in 1999 results reflects a second quarter gain on 
the sale of a portion of TransCanada’s investment in Northern Border, amounting 
to $47 million, after tax. Strong contributions from North American pipelines 
and non-regulated pipeline services, as well as lower project development and 


' administrative costs, were offset by the impact of the reduced ownership interest 


in Northern Border. As a result, net earnings for 1999, before the gain on sale 
of Northern Border, are comparable to 1998. 

The 1998 net earnings of $113 million represent a $10 million increase 
when compared to 1997 and reflect the strong operating performance from 
Northern Border, Great Lakes Gas Transmission Company (Great Lakes), and 
Trans Québec & Maritimes Pipeline Inc. (TQM) as well as the impact of the 
weakening Canadian dollar relative to the United States dollar during 1998. 

TC PipeLines, LP, a publicly-held limited partnership, was formed in 
1998 to acquire, own and participate in the management of United States based 
pipeline assets. In May 1999, TransCanada’s 30 per cent interest in Northern Border 
was conveyed to TC PipeLines, LP in exchange for US$228 million in cash and 
a 33.4 per cent interest in TC PipeLines, LP, representing common units, sub- 
ordinated units and a two per cent general partner interest. Concurrent with 
this transaction, TC PipeLines, LP issued common units to the public. After these 
transactions, TransCanada indirectly holds an approximate 10 per cent interest 
in Northern Border. 
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TransCanada Pipeline Ventures 


TransCanada PipeLines Services 


INE VENTUR IUTLOOK 
TransCanada continues to be actively involved in investigating and evaluating 
new pipeline opportunities in the northern tier of the United States, as well 
as the expansion of existing pipelines in which it has an ownership interest. 
TransCanada is also actively pursuing natural gas transportation opportunities 


in the Mackenzie Delta region of northern Canada. 


NORTHERN BORDER 

In 1999, Northern Border filed an amendment to its application to build a 
56-kilometre extension of its existing pipeline system, known as Project 2000. 
Project 2000 is designed to provide shippers on the extended system with access 
to northern Indiana. The estimated cost of the extension is US$94 million. 


MILLENNIUM PIPELINE 

TransCanada owns a 21 per cent interest in the Millennium Pipeline, a proposed 
686-kilometre pipeline extending from a proposed interconnect with the 
Canadian Mainline in Lake Erie to Mt. Vernon, New York. The pipeline is 
anticipated to cost approximately US$685 million and could be in service as 
early as November 2001. TransCanada and Millennium have filed applications 
with Canadian and U.S. regulators, respectively, for approval to proceed. 


Natural Gas Throughput Volumes 


(Bcf) 1999 1998 1997 
Alberta System - A507) =. | word 5520 oye ee eS 
Canadian Mainline 2,684 2,610 | 2,510 
BC System 470 | 529 | 511 
Great Lakes 937 | 931 921 
Northern Border 835 826 | 633 
Iroquois 345 | 330 | 329 
Tuscarora 24 | 25 | 22 
Portland * 22 | = | = 
Foothills 1,132 | 938 | 934 
TQM 147 | 111 120 


Placed in service on March 10, 1999. 
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1999 net earnings from the Power business were $40 million. 


one power plant and had a m 


eight power plar 


al 


across most of Ca 


to capture an increasing share o 


The strong focus on efficient 
operations led to 97 per cent 
availability of generating 
capacity on average during 1999. 
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In 1999, the Power business contributed net earnings of $40 million, an increase 
of $11 million compared to net earnings of $29 million in 1998. Earnings growth 
was achieved largely due to the expansion of and strong results from the north- 
eastern U.S. power marketing business in its first full year of operations and a 
full-year contribution from the additional 30.1 per cent Ocean State Power (OSP) 
ownership interest acquired in mid-1998. 

Also contributing to the 1999 earnings growth was the acquisition of 
two additional plants by TransCanada Power, L.P. (Power LP) in 1999, a continued 
focus on efficient and lower cost plant operations as well as the ability of the 
western marketing group to capitalize on power price volatility in 1999 and to 
provide effective electricity management services to its incentive fee-based 
industrial customers. 

Power’s 1998 earnings increased $6 million compared to net earnings 
of $23 million in 1997. This increase was primarily due to the acquisition of the 


_ additional 30.1 per cent ownership in OSP in mid-1998. 


Nominal Generating Capacity 


(MW) 
TransCanada Power 
Ocean State” 560 
Gold Creek 6 
Cancarb Power Plant” 38 
Power LP” 
Nipigon 40 
Kapuskasing 40 
Tunis 43 
North Bay 40 
Calstock ” 35 
Castleton 64 
Williams Lake 66 

932 
() TransCanada holds a 70.1 per cent interest in the Ocean State power plant. 
) Currently under construction. 
) TransCanada holds an approximate 33 per cent participating interest in Power LP. 

Mit 
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Power LP 


TransCanada manages, 
operates and is the largest 
partner in Power LP, which 
owns six North American 
power plants with a seventh 
plant under construction. 
Five of these facilities are 
located close to TransCanada 
compressor stations along the 
Canadian Mainline, and are 
designed to take advantage 
of waste heat exhaust. 


Nipigon, Kapuskasing, Tunis 
and North Bay 


Calstock 


Castleton 


Williams Lake 


The Power business has experienced considerable growth in 1998 and 
1999. Net earnings in 1999 reflect a 38 per cent increase over 1998 and, in addition: 


m total volumes sold by TransCanada, OSP and Power LP increased 23 per cent 
in 1999 to 7,062 gigawatt hours (GWh); 


m total plant output capacity increased 18 per cent to 859 megawatts (MW), and 
m= the number of power plants increased from six to eight. 


These numbers exclude the two plants (representing 73 MW of capacity) 
that are currently under construction and are expected to be complete in 2000. 


POWER LP 

TransCanada currently holds a participating interest of approximately 33 per cent 
in Power LP, a publicly-held limited partnership that owns six power plants, 
with a seventh under construction at Calstock, Ontario. TransCanada operates 
all of the Power LP plants and provides all necessary management services. In 1999, 
Power LP acquired a plant located in Castleton-on-Hudson, New York (Castleton 
plant) and 100 per cent of the cash flows from another plant located in Williams 
Lake, British Columbia. These acquisitions, combined with strong operations at 
each of the plants and plant expansions, enabled Power LP to increase its annual 
cash distributions to unitholders by nine per cent in 1999 to $2.34 per unit. 

In 1998, in exchange for having TransCanada develop and construct 
the Calstock plant, Power LP issued approximately 4.4 million partnership 
units, which are held in escrow for the benefit of TransCanada. Including the 
escrowed units, TransCanada has an interest of approximately 42 per cent in 
Power LP, although the Calstock related units will not be released from escrow 
and do not participate in cash distributions until the project is completed. The 
Calstock plant is expected to be completed on schedule in July 2000. 


NORTHEASTERN U.S. OPERATIONS 

In September 1998, TransCanada acquired 48.5 per cent of OSP’s power purchase 
agreements and certain market supply obligations from New England Electric 
System. At the same time, in part to manage these new purchase and supply 
contracts, TransCanada established a power marketing office in Westborough, 
Massachusetts. 

During 1999, the Westborough operation grew significantly in 
response to the opportunities created by the deregulation of the New England 
and New York power markets. In January 1999, TransCanada acquired another 
28 per cent of the OSP power purchase agreements and additional market supply 
obligations. Concurrent with Power LP’s acquisition of the Castleton plant, 
TransCanada entered into arrangements to operate the plant and receive enti- 
tlement to 100 per cent of the Castleton power output. TransCanada has also 
expanded the scope of its Westborough operations by supplying electricity to 
more industrial customers. 
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TransCanada Power 


Ocean State 

The 70.1 per cent owned 
Ocean State power plant in 
Rhode Island has been in 
commercial operation for 
more than nine years. 

It is a natural gas-fired, 
combined-cycle facility 
and, at 560 MW, is the 
largest power plant in 
TransCanada’s portfolio. 


Gold Creek 

Fuelled by waste heat from 
TransCanada’s adjacent 
compressor station in 
Grande Prairie, Alberta, the 
Gold Creek plant went into 


commercial operation in 1999. 


Cancarb Power Plant 
Currently under construction 
in Medicine Hat, Alberta, 
the Cancarb power plant is 
expected to come on stream 
at the end of 2000. It will be 
fuelled by waste heat from 


the adjacent Cancarb Limited 


thermal carbon black 
manufacturing facility. 
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WESTERN OPERATIONS 
In addition to the Westborough marketing operation, Power operates an electricity 
marketing business from the company’s Calgary office. From this location, 
TransCanada markets electricity across western Canada and throughout the 
northern tier of the United States from Washington to Wisconsin. In these same 
markets, TransCanada also manages and supplies electricity requirements for 
various industrial customers on both margin and incentive fee bases. Power’s 
continued western marketing success is dependent on its ability to capitalize upon 
the price volatility and market uncertainty created in these deregulating markets. 
In Alberta, TransCanada owns and operates the Gold Creek power plant, 
a waste heat fuelled power plant. In addition, the Cancarb power plant is under 
construction and is scheduled for completion at the end of 2000. The Cancarb power 
plant will be fuelled by waste heat from Cancarb Limited’s thermal carbon black 
manufacturing facility, which is located on the same site in Medicine Hat, Alberta. 
In January 2000, TransCanada announced it had reached an agree- 
ment to sell its 50 per cent interest in the Hermiston Power Partnership, subject 
to regulatory approvals. The Hermiston Power Partnership holds the partners’ 
equal interests in the Hermiston Power Plant, a development project for a 536 MW 
combined-cycle electrical generation facility near Hermiston, Oregon. The sale 
is expected to be finalized by the end of the first quarter of 2000 and is expected 
to have a positive impact on earnings per share in 2000. The sale is consistent 
with TransCanada’s strategy to maximize the value of existing investments and 
focus on operations where TransCanada has a distinct advantage. 


“OUTLOOK 


Much of Power’s success in 1999 was due to its ability to capitalize on opportunities 
presented by deregulation in its target markets — Alberta, Ontario and the northern 
tier of the United States, particularly the northeastern states. Power’s strategy 
in 2000 and beyond is to continue to capitalize on opportunities created as 
deregulation unfolds in these markets. This strategy is three-pronged. Firstly, 
Power will leverage off its experience, assets and existing customer base to grow 
its marketing and fee-based businesses. Secondly, Power will use its knowledge 
of the market supply and demand profiles for both power and fuel to develop new 
power generation for long-term sale to both its industrial customers and short-term 
markets. Thirdly, Power will pursue strong, value-added acquisition opportunities 
that complement the first two parts of its strategy, both directly and through 
Power LP. 
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PLANT AVAILABILITY 

One of the keys to Power’s past and continued success is achieving high availability 
levels at the power plants while maintaining a low-cost operating focus. The 
same focus will be applied in 2000 and beyond. 


FLUCTUATING MARKET PRICES 

Power operates in highly competitive markets driven mainly by price. Volatility 
in electricity prices is caused by market factors such as fluctuating supply and 
demand, which in turn are affected by weather and consumer usage. These 
inherent market risks are managed through the use of long-term purchase and 
sales contracts, control over power generation output, fee-for-service managed 
accounts rather than direct transaction exposure and TransCanada’s overall 
risk management program. 


DEREGULATION 

The power industry in North America is currently in the process of deregulation, 
with various provinces and states at different points in that process. TransCanada will 
continue to monitor this process and seek investment opportunities as they arise. 
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1999 net earnings from the Gas aa toes business were dal million. 
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ipp 


oe oti neta recorded net earnings of $5 million in 1999, compared to $24 million 
in 1998 and a net loss of $61 million in 1997. The 1997 results reflect an unusual 
charge of $98 million related to the impairment in value of Pan-Alberta assets and 
its incurrence of certain foreign exchange and contract losses. Net earnings for 
1999 reflect the deterioration in the basis differential between the WCSB supply 
points and market areas. The results in 1999 were also negatively affected by 
unseasonably warm temperatures in the last quarter of 1999 compared to the 
previous year and the full-year impact of the sale of Pan-Alberta which 
occurred in December 1998. 

In 1997, Gas Marketing was able to capture opportunities presented by 
volatility in natural gas prices due to the severe winter conditions experienced 
in eastern Canada and the United States in the first quarter. These conditions 
did not recur in 1998. As a result, net earnings for 1998 were less than those in 
1997 before the unusual charge mentioned above. 

TransCanada is one of the largest marketers of natural gas in North 
America. In 1999, the company marketed approximately 6.6 Bcf per day of natural 
gas. This represents increases of approximately 1.0 Bcf per day compared to 1998 
and 1.6 Bef per day compared to 1997. The Gas Marketing business extends 
from the WCSB in Alberta throughout Canada and across the northern tier of 
the United States, an indication of the integrated and geographically diverse 
nature of TransCanada’s activities. 

The continued expansion of the Gas Marketing business has been 
achieved by offering new products designed to meet customers’ needs for energy 
solutions. For example, 1999 saw expansion of the Strategic Pricing Management 
Program to 50 more customers and average daily sales volumes of approxi- 
mately 157 gigajoules, almost twice the volumes compared to 1998. This program 
allows Gas Marketing to provide a better price to industrial customers in eastern 
Canada by pooling the requirements of many buyers so that the volume of gas 
purchased is large enough to take advantage of buying opportunities. 

In 1998, Gas Marketing negotiated arrangements to manage the natural 
gas supply, transportation and storage assets of two large energy utilities in the 
United States. These arrangements began operation in 1999 and TransCanada 
will actively pursue a number of similar asset management arrangements 
during 2000. 

In November 1999, TransCanada announced it would join forces with 
Sears Canada (Sears) to offer residential consumers in Ottawa, Ontario competitively 
priced natural gas. This new service began in December and is being piloted in the 
Ottawa market with future plans to roll out the service nationally. TransCanada will 
manage the supply, transportation, storage and risk management for Sears’ natural 
gas customer contracts. 
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In 1999, approximately 26 per cent of TransCanada’s natural gas 
marketing revenues were generated from sales under a netback agreement 
with Alberta producers. The netback agreement provides for the purchase of 
natural gas in Alberta and its subsequent sale in Canada and the United States. 
TransCanada earns a marketing fee on the sale of natural gas under the netback 
agreement. Until November 30, 1999 the marketing fee was based on both volumes 
purchased and prices obtained for natural gas. In November 1999, producers 
approved a new interim fee structure, which will be in place until the end of 
March 2000. This fee structure is volume based and is in line with producer 
expectations of an appropriate fee level for the services TransCanada provides. 

Throughout 1999, TransCanada worked with producers to determine 
the manner in which the netback pool could be restructured. TransCanada 
expects a comprehensive setthement on the mechanics of restructuring the netback 
pool to be complete in 2000. 


TransCanada’s goal is to be the leading full-service provider of broad-based 
natural gas services in Canada and the northern tier of the United States. In 
2000, TransCanada will focus on selling more products and services to existing 
customers. These products include new innovative gas pricing structures and 
management of transportation and storage assets for customers. The pressure 
on basis differentials between supply and market points is expected to continue 
through at least 2000. 


Net earnings from the Gas Marketing business are dependent upon a number of 
factors, including weather, pipeline operations, pipeline tariff structures and 
the impact of supply and demand on pricing differentials between supply and 
market points. 

TransCanada enters into contracts for the direct purchase, trans- 
portation and sale of natural gas, where the principal risks are the price, 
performance and counterparty risks associated with those contracts. TransCanada 
manages these risks by matching physical positions to the extent possible and by 
using financial instruments, where appropriate. The company’s risk manage- 
ment practices are described in the section on Risk Management on page M 19 
and in Note 13 to the Consolidated Financial Statements. 
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MANAGEMENT’S DISCUSSION & ANALYSIS 


Corporate Results-at-a-Glance 


Year ended December 31 
(millions of dollars) - ie 1999 1998 1997 
General and administrative costs 

related to discontinued operations 17 15 10 
Indirect financial and 

preferred equity charges 163 121 74 
Interest income and other (26) (43) (47) 

154 93 37 

Restructuring and other costs 108 166 = 
Net expenses, after tax _ mS 262 259 37 


TransCanada’s revised segment reporting includes a Corporate segment, which 
reflects net expenses not allocated to specific business segments. The Corporate 
segment includes: 


m general and administrative costs relating to services that support the discon- 
tinued operations. 


Corporate overhead costs are not allocated to discontinued operations. Rather, 
such costs reside in the Corporate segment. TransCanada expects these costs to 
decrease as the divestitures of discontinued operations are completed. 


@ indirect financial and preferred equity charges. 


Only direct financial charges are reported in the respective business segments. 
These direct financial charges are primarily associated with the debt and 
preferred securities related to the Alberta System and the Canadian Mainline. 
Certain indirect financial charges are allocated to discontinued operations 
based on a deemed capital structure for these businesses. The remaining indirect 
financial charges reside in the Corporate segment. 


At December 31, 1999, there was approximately $3.8 billion of debt financing 
in place related to TransCanada’s non-regulated businesses. Financial 
charges on approximately $1 billion of this financing have been reported as 
part of discontinued operations (see Discontinued Operations on page M 22). 
As discontinued operations are divested and proceeds are used primarily to 
pay down debt, it is expected that indirect financial charges in the Corporate 
segment will be significantly reduced. 


m@ restructuring and other costs. 


As a result of TransCanada’s strategy of focusing on its core businesses and 
achieving greater cost efficiencies, restructuring and other costs related to 
continuing operations of $108 million, after tax, were recorded in the fourth 
quarter of 1999. This charge includes costs for the reduction of approximately 
700 employees relating to continuing operations, real estate and other provisions 
as well as asset impairments. In 1998, TransCanada recorded restructuring 
and other costs of $166 million, after tax, related to the business combination 
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Capital expenditures in 2000 
for continuing operations are 
expected to be approximately 
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$400 million will be required 
for capital commitments in 
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Funds Generated 
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with NOVA. These costs were a consequence of certain real estate and information 
systems assets becoming redundant, the sale of a gas marketing subsidiary, 
employee terminations and other restructuring activities. 

Net expenses in the Corporate segment, excluding restructuring and 
other costs, were $154 million in 1999 compared to $93 million in 1998 and 
$37 million in 1997. The year-over-year increases were primarily due to higher 
financial and preferred equity charges. Since 1997, TransCanada has incurred 
additional financial charges to fund capital expenditures, principally in businesses 
that are to be discontinued. The anticipated net proceeds of approximately 
$3 billion from the sale of discontinued operations and other assets will be used 
primarily to reduce debt and associated financial charges as the proceeds are 
realized through 2000. 


COST REDUCTIONS 

TransCanada anticipates annualized costs savings will exceed the original target of 
$100 million, set at the time of the business combination with NOVA, by 50 per cent. 
As a result of the initiatives undertaken across all business units and in corporate 
functions, TransCanada achieved annualized cost savings of approximately 
$95 million, before tax in 1999, of which $57 million is from continuing operations. 
TransCanada is now targeting an additional $55 million in annualized cost savings, 
from continuing operations, in 2000. 

The Transmission business is committed to delivering a significant 
portion of the cost savings. The Merger Costs & Benefits Agreement provides 
for cost reductions of $70 million in 1999 and 2000. TransCanada shares these 
cost savings equally with customers. 


CASH GENERATED FROM OPERATIONS 

Funds generated by continuing operating activities were $1.1 billion for the year 
ended December 31, 1999, compared to $1.1 billion and $1.2 billion in 1998 and 
1997, respectively. The Alberta System and the Canadian Mainline were the primary 
sources of cash from operations for each of the three years. 


INVESTING ACTIVITIES 

Capital expenditures totalled $1.8 billion in 1999, including $1.3 billion related to 
continuing operations. The major element of the 1999 capital spending program 
was the continued expansion of TransCanada’s Transmission business, which 
represented $1.2 billion of the 1999 capital expenditures. Transmission’s capital 
program is comprised of construction of new facilities that are dependent 
upon requests from TransCanada’s customers for new services as well as capital 
maintenance. 

Capital expenditures in 1998 were $926 million more than the 1997 
level. The majority of 1998 capital spending also related to the continued expansion 
of the Transmission business. 

In addition, TransCanada’s 1999 investing activities included the dis- 
position of non-core assets including ANGUS Chemical Company (ANGUS), the 
U.S. midstream facilities and East Australian Pipeline Limited (EAPL), which 
generated cash flows of $658 million. The acquisition of TransCanada Netherlands 
and an additional 30.1 per cent interest in OSP during 1998 resulted in a net use 
of cash of $438 million. 
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FINANCING ACTIVITIES 

In 1999, TransCanada generated cash of $1.6 billion from the issuance of long-term 
debt, preferred shares and common equity. An additional $312 million was provided 
by the issuance of partnership units in May 1999 relating to the initial public 
offering of TC PipeLines, LP. Cash from these financing activities, combined 
with cash generated from operations and asset sales, was used to finance capital 
expenditures, retire debt and preferred shares, pay distributions on preferred 
securities and pay dividends on preferred and common shares. 

Dividends and preferred securities charges amounting to $664 million 
were paid in 1999. In December 1999, TransCanada’s Board of Directors approved a 
reduction in the common share dividend payment from $1.12 to $0.80 per share 
per annum. In addition, the Board approved the elimination of the five per cent 
discount provision of the dividend reinvestment and share purchase plan. 

Net cash provided by financing activities includes TransCanada’s 
proportionate share of non-recourse debt of joint ventures, totalling $35 million in 
1999. This reflects non-recourse debt issued during the year offset partially by 
repayments. Net cash provided by non-recourse joint venture debt activities 
was $699 million in 1998 compared to a net cash outflow of $15 million in 1997. 


CREDIT ACTIVITIES 

Unused committed lines of credit of $2.8 billion were available to support 
TransCanada’s commercial paper program, secure energy commodity purchases 
and for general corporate purposes at December 31, 1999. 


‘DICK MANACEMEN 
RISK MANAGEMEN 


TransCanada manages market risk exposures in accordance with corporate 
market risk policies and position limits. The policies and limits are designed to 
mitigate the risk of significant loss. The company’s primary market risks result 
from volatility in commodity prices and interest and foreign currency exchange rates. 
TransCanada manages and analyzes the impact of market risk exposure on earnings 
objectives as well as their impact on the values of assets and liabilities. The 
company is also exposed to counterparty risk. Counterparty risk is the risk that 
the company will incur a loss due to the failure of a counterparty to meet its 
contractual financial obligation. 

Senior management reviews these exposures and reports to the Audit 
and Risk Management Committee of the Board of Directors regularly. TransCanada 
will continue to monitor and manage the market and counterparty risks associated 
with discontinued operations until the divestitures are complete. 


GAS MARKETING PRICE RISK MANAGEMENT 

The market risks of TransCanada’s natural gas portfolio are managed by entering 
into offsetting physical positions, when possible, to manage market risk exposures 
created by fixed and variable pricing arrangements, different pricing indices 
and different delivery points. Market risk is also managed through the use of 
derivative financial instruments. Market risks are quantified using value-at-risk 
methodology and are reviewed weekly by senior management. 
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FINANCIAL RISK MANAGEMENT 

TransCanada monitors the financial market risk exposures relating to its investments 
in foreign currency denominated net assets, its regulated and non-regulated 
long-term debt portfolios and its foreign currency exposure on transactions. 
The market risk exposures created by these business activities are managed by 
identifying offsetting positions or through the use of derivative financial instruments. 


COUNTERPARTY RISK MANAGEMENT 

Counterparty risk is comprised of a counterparty’s ability to meet both its payment 
obligations in a timely manner and its performance obligations under the terms 
and conditions of the agreement or contract. Counterparty risk is mitigated by 
conducting financial assessments to establish a counterparty’s creditworthiness, 
setting exposure limits and monitoring exposures against these limits, and, where 
warranted, obtaining financial assurances. 


Effective July 2, 1998, under the terms of a Plan of Arrangement, TransCanada 
merged with NOVA, a company involved in the gathering, processing, transmission 
and marketing of natural gas and natural gas liquids, and production and marketing 
of commodity chemicals. See Note 19 to the Consolidated Financial Statements. 
Immediately after the business combination, the commodity chemicals business 
carried on by NOVA was split off into a separate public company. 

The Consolidated Financial Statements were restated in 1998 to reflect 
the financial position and results of operations as if TransCanada and NOVA had 
always been combined. The net income and cash flows associated with the 
commodity chemicals business prior to the split off have been presented in the 
Consolidated Financial Statements as discontinued operations and are not 
addressed in this Management’s Discussion and Analysis. 


On January 1, 2000, TransCanada adopted two new accounting standards released 
by the Canadian Institute of Chartered Accountants. 


INCOME TAXES 

The deferral method of accounting for income taxes was used until December 31, 
1999 except for the regulated Canadian natural gas transmission operations, 
which use the taxes payable method. The new standard does not impact the 
accounting for income taxes in the company’s regulated businesses. The new 
standard replaces the deferral method for TransCanada’s other operations with a 
balance sheet-based method that measures a future income tax asset or liability 
relating to the future tax consequences of realizing assets and discharging liabilities 
at their current accounting carrying amounts. The company has not completed 
its analysis of the impact of the new standard on its financial statements. The 
new standard will be reflected in the quarterly financial statements to be issued 
during 2000. 
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EMPLOYEE FUTURE BENEFITS 

The new standard modifies the methodology for calculating pension expense and 
requires accrual of other post-employment benefits based on actuarial valuation. 
The new standard is not expected to have a material effect on TransCanada’s 
annual expense for pensions and other post-employment benefits. 


TransCanada developed a comprehensive approach to planning and implementing 
its Year 2000 Program. The company has experienced a smooth transition to the 
new year and there have been no disruptions to mission critical systems and 
applications. The Year 2000 Program continues to be in effect through the first 
quarter of 2000; however, TransCanada does not expect that any such disruptions 
will arise in the future. 


(1) Note to U.S. readers: The discussion above constitutes a year 2000 readiness disclosure under the Year 2000 Information and Readiness 
Disclosure Act. 
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DISCONTINUED OPERATIONS 


(1) 


TransCanada plans to sell non-core assets and use the ANGLE net ATES of approximately 


$3 billion primarily to reduce debt. 


yximately $1 billion 
m business and a 


Discontinued Operations Results-at-a-Glance 


Year ended December 31 

(millions of dollars) 1999 1998 ee 1997 

Results of operations is “vie i 
Prior to plan approval 54 | 17 | 30 
After plan approval to December 31, 1999 9 | . = | pees 
63 | 17 | 30 
Asset impairments (159) (54) _— 
Provision for loss on disposal (428) = = 
(587) 2) ie 
Net (loss)/earnings ee ee eee ere 


In April 1999, the Board of Directors approved a plan (April Plan) to dispose of 
ANGUS, TransCanada’s U.S. midstream business and the U.S. refined products 
and natural gas liquids marketing business. 

In December 1999, the Board of Directors approved TransCanada’s 
strategic direction to focus on the company’s core businesses. This strategy 
includes the planned disposition of the company’s International business, its 
investment in the Express crude oil pipeline and related marketing business 
(the Express System), the Canadian midstream business, Cancarb Limited and 
the petroleum and products marketing business (December Plan). 

These businesses have been accounted for as discontinued operations. 
The assets and liabilities, net (loss)/income and cash generated from operations 
have been presented as discontinued operations in the Consolidated Financial 
Statements and comparative periods have been restated. 


The net loss from discontinued operations in 1999 was $524 million. This amount 
includes income from operations of $63 million, before asset impairments, and a 
charge of $587 million. The $587 million after-tax charge is comprised of asset 
impairment charges of $159 million and a provision for loss on disposal of 
discontinued operations of $428 million. 

Asset impairments in 1999 and 1998 relate to certain of TransCanada’s 
Canadian and U.S. midstream assets and the charges were determined by comparing 
estimated future undiscounted cash flows with the net carrying value of the 
related assets. 


") The commodity chemicals business, which was split off on July 2, 1998 under the terms of the business combination with NOVA, was 


accounted for as discontinued operations and is not addressed in this Management's Discussion and Analysis. 
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The $428 million provision represents actual and estimated gains and 
losses on sale together with the direct incremental costs of the dispositions, including 
severance and transaction expenses, and estimated earnings of $54 million from dis- 
continued operations to the anticipated dates of disposal in 2000. The provision is 
based on management’ best estimates; adjustments to the provision will be recorded 
as a gain or loss on discontinued operations when such adjustments are determined. 

Net loss from discontinued operations in 1999 includes $35 million 
of indirect financial charges, after tax, compared to $21 million and $7 million 
in 1998 and 1997, respectively. The anticipated net proceeds of approximately 
$3 billion from the sale of discontinued operations and other assets will be used 
primarily to reduce debt and associated financial charges as the proceeds are 
realized through 2000. 


APRIL PLAN 
The businesses comprising the April Plan were: 


mw ANGUS, a specialty chemicals business that manufactures and markets 
nitroparaffins and their derivatives; 


m TransCanada’s U.S. midstream business, which had ownership interests in 
and operated plants that separate natural gas liquids from natural gas, and 


m the company’s U.S. refined products and natural gas liquids marketing business. 


DECEMBER PLAN 
The businesses comprising the December Plan are as follows. 


INTERNATIONAL ‘TransCanada’s International business has investments in energy- 
related projects in three primary regions — Latin America, Europe and Asia Pacific. 


CANADIAN MIDSTREAM ‘'TransCanada’s portfolio of Canadian midstream assets 
includes a natural gas liquids extraction plant at Cochrane, Alberta, the Empress II 
natural gas liquids extraction plant on the Alberta/Saskatchewan border, a 
fractionator at Redwater, Alberta and a 43 per cent interest in the Younger Plant 
near the British Columbia/Alberta border. 

The portfolio of assets also includes various ownership interests in 
17 natural gas gathering and processing facilities in British Columbia, Alberta and 
Saskatchewan, including interests in the gas gathering and processing facilities 
which are held indirectly by TransCanada through its interest in TransCanada 
Gas Processing, L.P. (Processing LP), a publicly-held limited partnership. On 
February 29, 2000, TransCanada and TransCanada Gas Processing Ltd., the general 
partner of Processing LP, signed an agreement under which TransCanada will 
purchase all the outstanding units of Processing LP. The proposed transaction 
is subject to unitholder and applicable regulatory approvals. 
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OTHER TransCanada is exiting the petroleum and products marketing business 
which purchases and sells crude oil, refined products and natural gas liquids 
under short-term contracts with producers, customers and marketers in Canada 
and the United States. The December Plan also includes the sale of the company’s 
interest in the Express System, which transports crude oil from Alberta to the 
United States and markets crude oil through an affiliate, and Cancarb Limited, 
which manufactures thermal carbon black. 


In December 1999, TransCanada announced that it had closed the sale of its 
U.S. midstream facilities and its U.S. natural gas liquids marketing business. Together 
with the completion of the sale of ANGUS on October 1, 1999, the April Plan was 
substantially complete by the end of 1999. 

TransCanada has engaged major investment banking firms as advisors 
to assist in the discontinued operations sale process for the December Plan. The sale 
of the company’s 25.48 per cent interest in EAPL was completed in December 1999 
for proceeds of approximately $110 million. The company’s plan is to substan- 
tially complete the remaining sale transactions in 2000. Completion of these 
transactions is dependent on, among other things, general economic conditions, 
market conditions for assets of this nature, and approval by certain government 
regulatory agencies in the countries in which the assets are located. 
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The consolidated financial statements included in the Annual Report are the responsibil- 
ity of Management and have been approved by the Board of Directors of the Company. 
These consolidated financial statements have been prepared by Management in 
accordance with generally accepted accounting principles (GAAP) in Canada and include 
amounts that are based on estimates and judgments. Financial information contained 
elsewhere in this Annual Report is consistent with the consolidated financial statements. 

Management has prepared Management's Discussion and Analysis (MDWA). 
The MDA is based on the Company’s financial results prepared in accordance with 
Canadian GAAP. It compares the Company’s financial performance in 1999 to 1998 
and should be read in conjunction with the consolidated financial statements and 
accompanying notes. In addition, significant changes between 1998 and 1997 are 
highlighted. Note 20 to the consolidated financial statements describes the impact on 
the consolidated financial statements of significant differences between Canadian 
and United States GAAP. 

Management has developed and maintains a system of internal accounting 
controls, including a program of internal audits. Management believes that these 
controls provide reasonable assurance that financial records are reliable and form a 
proper basis for preparation of financial statements. The internal accounting control 
process includes Management’s communication to employees of policies which govern 
ethical business conduct. 

The Board of Directors has appointed an Audit and Risk Management Committee 
consisting of unrelated, non-management directors which meets at least four times 
during the year with Management and independently with each of the internal and 
external auditors and as a group. The Audit and Risk Management Committee reviews 
the consolidated financial statements with Management and the external auditors 
before the consolidated financial statements are submitted to the Board of Directors 
for approval. The internal and external auditors have free access to the Audit and 
Risk Management Committee without obtaining prior Management approval. 

The independent external auditors, KPMG LLP, have been appointed by the 
shareholders to express an opinion as to whether the consolidated financial statements 
present fairly, in all material respects, the Company’s financial position, results of 
operations and cash flows in accordance with generally accepted accounting principles. 
The report of KPMG LLP on page F 6 outlines the scope of their examination and their 
opinion on the consolidated financial statements. 
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Douglas D. Baldwin Russell K. Girling 
President and Senior Vice-President 
Chief Executive Officer and Chief Financial Officer 


February 1, 2000 
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CONSOLIDATED INCOME 


Year ended December 31 (millions of dollars except per share amounts) 1999 1998 
Revenues 11,917 10,977 


Operating Expenses 


Cost of sales 7,809 6,845 
Other costs and expenses 1,516 1,688 
Depreciation 705 632 
Restructuring and other costs (Note 3) 170 207 

10,200 9,372 
Operating Income 1,717 1,605 


Other Expenses/(Income) 


Financial charges (Note 8) 1,057 995 
- Financial charges of joint ventures (Note 9) 92 110 
Allowance for funds used during construction (46) (81) 
Interest and other income (32) (64) 
Gain on sale of partnership interest (91) — 
980 960 

Income from Continuing Operations before Income Taxes 737 645 
Income Taxes (Note 14) 185 182 
Net Income from Continuing Operations 552 463 
Net (Loss)/Income from Discontinued Operations (Note 2) (524) (31) 
Net Income 28 432 
Preferred Securities Charges (Note 10) 46 21 
Preferred Share Dividends 52 50 
Net (Loss)/Income Applicable to Common Shares (70) 361 


Net (Loss)/Income Applicable to Common Shares 


Continuing operations 454 392 
Discontinued operations (524) (31) 
(70) 361 
Net (Loss)/Income Per Share (Note 12) 
Continuing operations $0.97 $0.85 
Discontinued operations (1.12) (0.07) 
($0.15) $0.78 


The accompanying notes to the consolidated financial statements are an integral part of these statements. 
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CONSOLIDATED CASH FLOWS 


Year ended December 31 (millions of dollars) 

Cash Generated From Operations 

Net income from continuing operations 
Depreciation 

Restructuring and other costs 

Gain on sale of partnership interest 

Deferred income taxes 

Other 

Funds generated from continuing operations 
Decrease in operating working capital (Note 17) 

Net cash provided by continuing operating activities 
Net cash provided by discontinued operating activities 


Investing Activities 

Capital expenditures 

Acquisitions, net of cash acquired 
Disposition of assets 

Deferred amounts and other 

Net cash used in investing activities 


Financing Activities 

Dividends and preferred securities charges 
Notes payable (repaid)/issued, net 

Long-term debt issued 

Reduction of long-term debt 

Non-recourse debt of joint ventures issued 
Reduction of non-recourse debt of joint ventures 
Partnership units issued 

Preferred securities issued 

Preferred shares issued 

Preferred shares redeemed 

Common shares issued 

Common shares repurchased 

Transaction costs of business combination 

Net cash (used in)/provided by financing activities 


Increase/(Decrease) in Cash and Short-Term Investments 


Cash and Short-Term Investments 
Beginning of year 


Cash and Short-Term Investments 
End of year 


1999 


552 
705 
38 
(91) 
(108) 
(37) 
1,059 
129 
1,188 
130 
1,318 


(1,818) 
(56) 
658 

43 

(1,203) 


(664) 
(228) 
1,204 
(718) 
161 
(126) 
312 


350 


408 


The accompanying notes to the consolidated financial statements are an integral part of these statements. 
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CONSOLIDATED BALANCE SHEET 


December 31 (millions of dollars) 

Soh aa 

Current Assets 

Cash and short-term investments 

Accounts receivable 

Inventories 

Other 

Current assets of discontinued operations (Note 2) 


Long-Term Investments (Note 7) 

Plant, Property and Equipment (Notes 5, 8 and 9) 

Other Assets 

Deferred Income Taxes 

Long-Term Assets of Discontinued Operations (Note 2) 


LIABILITIES AND SHAREHOLDERS’ EQUITY 

Current Liabilities 

Notes payable (Note 15) 

Accounts payable 

Accrued interest 

Long-term debt due within one year (Wote 8) 

Non-recourse debt of joint ventures due within one year (Note 9) 
Provision for loss on discontinued operations (Note 2) 

Current liabilities of discontinued operations (Note 2) 


Deferred Amounts 

Long-Term Debt (Note 8) 

Non-Recourse Debt of Joint Ventures (Note 9) 

Deferred Income Taxes 

Junior Subordinated Debentures (Note 10) 

Long-Term Liabilities of Discontinued Operations (Note 2) 
Non-Controlling Interests 


Shareholders’ Equity 

Preferred securities (Note 10) 
Preferred shares (Note 11) 

Common shares (Note 12) 

Contributed surplus 

Retained earnings 

Foreign exchange adjustment (Note 13) 


Commitments and Contingencies (Note 18) 


SR ONO SEN EE aC OTS EE 


The accompanying notes to the consolidated financial statements are an integral part of these statements. 


On behalf of the Board: 
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Douglas D. Baldwin Harold P. Milavsky 


Director Director 
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1999 


408 
1,076 
229 

28 

935 
2,676 
417 
18,117 
312 

73 
3,469 
25,064 


214 
1,433 
284 
606 
61 
464 
579 
3,641 
379 
12,161 
864 


365 
18,439 


960 
717 
4,535 
263 
132 
18 
6,625 


25,064 
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1998 


350 
1,162 
127 
37 

996 
2,672 
36 
18,432 
364 


799 
3,536 
478 
11,926 
1,233 
105 
239 
775 

96 
18,388 


978 
908 
4,331 
263 
740 
15 
7,235 


25,623 


FS 
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CONSOLIDATED RETAINED EARNINGS 


Year ended December 31 (millions of dollars) a. ; 1999 = ee RI ewes 1997 
Balance at beginning of year 740 | 2,791 | 2,655 
Net income 28 432 748 
Preferred securities charges (46) | (21) (13) 
Preferred share dividends (52) | (50) (45) 
Common share dividends (527) (490) (440) 
Excess over book value paid on common shares repurchased _— — | (112) 
Split off of commodity chemicals business (Note 19) _ (1,708) — 
Transaction costs of business combination (Note 19) — (182) | — 
Other (11) (32) (2) 
132 740° 2791 


The accompanying notes to the consolidated financial statements are an integral part of these statements. 


AUDITORS’ REPORT 
To the Shareholders of TransCanada PipeLines Limited 


We have audited the consolidated balance sheets of TransCanada PipeLines Limited as at December 31, 1999 and 1998 and 
the consolidated statements of income, retained earnings and cash flows for each of the years in the three-year period 
ended December 31, 1999. The financial statements are the responsibility of the Company’s management. Our responsibility 
is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require 
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of 
the Company as at December 31, 1999 and 1998 and the results of its operations and its cash flows for each of the years in 
the three-year period ended December 31, 1999 in accordance with Canadian generally accepted accounting principles. 

Accounting principles generally accepted in Canada vary in certain significant respects from accounting principles 
generally accepted in the United States. Application of accounting principles generally accepted in the United States would 
have affected results of operations for each of the years in the three-year period ended December 31, 1999 and shareholders’ 
equity as at December 31, 1999 and 1998, to the extent summarized in Note 20 to the consolidated financial statements. 


KPMG 4LP 


Chartered Accountants 
Calgary, Canada 
February 1, 2000 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


TransCanada PipeLines Limited (the Company or TransCanada) is one of the largest 
energy companies and carriers of natural gas in North America. TransCanada operates 
in three segments representing separately managed strategic business units, each of 
which offers different products and services. 


Transmission 

The transmission business builds, owns and operates the natural gas transmission 
system in Alberta (the Alberta System), the natural gas transmission system extending 
from the Alberta border east into Québec (the Canadian Mainline) and a natural gas 
transmission system extending from the Alberta border west into southeastern 
British Columbia (the BC System). It holds the Company’s investments in natural gas 
pipelines in Canada and the United States as well as investigates and develops new 
energy transmission facilities in Canada and the United States. 


Power 

The power business builds, owns and operates electrical power plants, markets 
electricity and provides electricity-managed account services to energy and industrial 
customers. This business operates in both Canada and the United States. 


Gas Marketing 

TransCanada purchases and sells natural gas; both on its own behalf as well as under 
a netback pricing arrangement with Alberta producers. The gas marketing business 
also provides a selection of supply, storage and transportation services to its customers 
in Canada and the United States. 


- In determining the net income of each segment, restructuring and other costs as 


well as certain expenses such as indirect financial charges and related income taxes 
are not allocated to business segments. 


NOTE 1 Accounting Policies — 


The consolidated financial statements of the Company have been prepared by Manage- 
ment in accordance with Canadian generally accepted accounting principles (Canadian 
GAAP). These accounting principles are different in some respects from United States 
generally accepted accounting principles (U.S. GAAP) and the significant differences are 
described in Note 20. Amounts are stated in Canadian dollars unless otherwise indicated. 

Since a determination of many assets, liabilities, revenues and expenses is 
dependent upon future events, the preparation of these consolidated financial statements 
requires the use of estimates and assumptions which have been made using careful 
judgment. In the opinion of Management, these consolidated financial statements 
have been properly prepared within reasonable limits of materiality and within the 
framework of the significant accounting policies summarized below. 


Basis of Presentation 

The consolidated financial statements include the accounts of TransCanada PipeLines 
Limited, its subsidiaries and its proportionate share of the accounts of its joint ventures. 
The Company uses the equity method of accounting for investments over which it is 
able to exercise significant influence. Other investments are carried at cost. 
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Regulation 

The Alberta System is regulated by the Alberta Energy and 
Utilities Board (EUB) and the Canadian Mainline and the 
BC System are subject to the authority of the National 
Energy Board (NEB). All Canadian natural gas transmission 
operations are regulated with respect to the determination 
of tolls, construction, operations and accounting. The natural 
gas pipelines in the United States and the Ocean State Power 
Plant are also subject to the authority of regulatory bodies. 
In order to achieve a proper matching of revenues and 
expenses, the timing of recognition of certain revenues and 
expenses in these businesses may differ from that otherwise 
expected under generally accepted accounting principles. 


Cash and Short-Term Investments 

The Company’s short-term investments are considered to 
be cash equivalents and are recorded at cost, which 
approximates market value. 


Inventories 
Inventories are carried at the lower of average cost or net 
realizable value. 


Plant, Property and Equipment 

Transmission 

Plant, property and equipment of natural gas transmission 
operations are carried at cost. Depreciation is calculated on 
the straight-line basis using rates approved by the regulators. 
Pipeline and compression equipment is depreciated at 
annual rates ranging from two to five per cent and metering 
and other plant are depreciated at various rates. Removal 
and site restoration costs are not determinable and will be 
recorded when reasonably estimable and when approved by 
the regulators. An allowance for funds used during construc- 
tion, using the rate of return on rate base approved by the 
regulators, is capitalized and included in the cost of gas 
transmission plant. 


Other 

Plant, property and equipment are recorded at cost and 
depreciated on the straight-line basis over estimated service 
lives at average annual rates ranging from three to five 
per cent. Interest is capitalized on plant under construction 
and included in the cost. 


Foreign Currency Translation 

The Company’s foreign operations are self-sustaining and 
are translated into Canadian dollars using the current rate 
method. Translation adjustments are reflected in the foreign 
exchange adjustment in Shareholders’ Equity. 
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_ Exchange gains or losses on the principal amounts of 
foreign currency debt related to the Canadian Mainline and 
the Alberta System are deferred until they are recovered 
in tolls. 


Income Taxes 
For tollmaking purposes, the taxes payable method of 
accounting for income taxes is used for Canadian natural 
gas transmission operations. This method is also used for 
accounting purposes, since there is reasonable expectation 
that future taxes payable will be included in future costs of 
service and recovered in revenues at that time. The deferral 
method of accounting for income taxes is used for other 
operations. 

Canadian income taxes are not provided on the 
unremitted earnings of foreign investments which are 
considered to be indefinitely reinvested in foreign operations. 


Derivative Financial Instruments 

The Company utilizes derivative financial instruments and 
derivative commodity instruments (collectively, derivatives) 
to manage its exposure to changes in foreign currency 
exchange rates, interest rates and energy commodity prices. 
Gains or losses relating to derivatives that are hedges are 
deferred and recognized in the same period and in the 
same financial statement category as the gains or losses 
on the corresponding hedged transactions. 

A derivative must be designated and effective to be 
accounted for as a hedge. For cash flow hedges, effectiveness 
is achieved if the changes in the cash flows of the derivative 
substantially offset the changes in the cash flows of the 
hedged position and the timing of the cash flows is similar. 
Effectiveness for fair value hedges is achieved if the fair 
value of the derivative substantially offsets changes in fair 
value attributable to the hedged item. In the event that a 
derivative does not meet the designation or effectiveness 
criterion, the gain or loss on the derivative is recognized 
in income. If a derivative is settled early, the gain or loss 
at settlement is deferred and recognized when the gain or 
loss on the hedged transaction is recognized. 

Premiums paid or received with respect to derivatives 
are deferred and amortized to income over the term of the 
hedge. The recognition of gains and losses on derivatives 
used as hedges for Canadian Mainline and Alberta System 
exposures is determined through the regulatory process. 


Post-Employment Benefits Other Than Pensions 

The Company provides its retired employees with life 
insurance and medical benefits beyond those provided by 
government sponsored plans. The cost of these benefits is 
expensed when paid. 
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NOTE2 Discontinued Operations 


In April 1999, the Board of Directors approved a plan (April 
Plan) to dispose of ANGUS Chemical Company, a specialty 
chemicals business that manufactures and markets nitro- 
paraffins and their derivatives; TransCanada’s U.S. midstream 
business, which had ownership interests in and operated 
plants that separate natural gas liquids from natural gas; and 
the U.S. refined products and natural gas liquids marketing 
business. The Company recorded a net gain of $20 million, 
after tax, in 1999, related to these discontinued operations. 
In December 1999, the Board of Directors approved 
a subsequent plan (December Plan) to dispose of the 
Company’s International business, its investment in the 
- Express Pipeline System, the Canadian midstream business, 
Cancarb Limited and the petroleum and products marketing 
business. The International business has investments in 
energy-related projects outside of Canada and the United 
States. The Express Pipeline System transports and markets 


Revenues and Net (Loss)/Income From Discontinued Operations 
Year ended December 31 (millions of dollars) 

Revenues from Discontinued Operations 

April Plan 

December Plan 


Net (Loss)/Income from Discontinued Operations ” 
April Plan 

December Plan 

Asset impairments “ 


Income taxes 
Results of operations prior to plan approval 


Net Gain/(Loss) from Discontinued Operations 
April Plan 
Income taxes 


December Plan 
Income taxes 


Split off of commodity chemicals business “ 


NN SSS EERE OS EOE ESE SS SATE SOS 
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crude oil from Alberta to the United States. The Canadian 
midstream business includes various interests in gathering 
and processing plants, natural gas liquids extraction plants 
and a fractionator plant in western Canada. Cancarb Limited 
manufactures thermal carbon black. The petroleum and 
products marketing business purchases and sells crude oil, 
refined products and natural gas liquids under short-term 
contracts with producers, customers and marketers in 
Canada and the United States. 

The Company recorded a net loss of $439 million, 
after tax, in 1999, related to the December Plan. This loss is 
based on Managements best estimates including proceeds to 
be realized and related disposal costs. Adjustments to the 
estimate will be recognized as a gain or loss on discontinued 
operations in the period such changes are determined. 


1999 1998 1997 
2,786 2.911 3,588 
3,743 3,346 3,315 

6,529 6,257 6,903 
(7) (35) 13 
40 26 4 

(285) (91) a 

(252) (100) 34 

147 63 (4) 
(105) (37) 30 
(19) a — 
39 a = 
20 = — 
(442) = ae 
3 | — — 
(439) — = 
= 6 — 168 
(524) (31) | 198 


“Amounts reflect the impairment of certain of the Company’s Canadian and U.S. midstream assets. Asset impairments were determined by comparing estimated future 


undiscounted net cash flows with the net carrying value of the related asset. 


2 The net loss includes the actual and estimated gains and losses on sale, the results of the discontinued operations between the date of plan approval and the expected 
dates of disposal, together with direct incremental costs of the dispositions, including severance and transaction expenses. The net loss includes $35 million of indirect 


financial charges, after tax (1998 — $21 million; 1997 — $7 million). 


® The commodity chemicals business, which was split off on July 2, 1998 under the terms of the business combination with NOVA (see Note 19), was accounted for as 


discontinued operations. 
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Other Financial Information 
December 31 (millions of dollars) 
Current assets 

Long-term investments 
Property, plant and equipment 
Other non-current assets 


Current liabilities 
Long-term and non-recourse debt 


Other non-current liabilities 


Net Assets of Discontinued Operations 


1999 1998 

tne FeoaGG) 996 
1,212 | 1,198 

2,027 | 2,639 

230 282 
4,404 5,115 
579 | 799 

662 | 519 

126 256 
1,367, 1,574 


Capital expenditures attributable to discontinued operations for the year ended December 31, 1999 were $501 million 


(1998 — $1,208 million; 1997 — $1,108 million). 


NOTE3 Restructuring and Other Costs 


Year ended December 31 (millions of dollars) 
Restructuring 

Employee terminations 

Real estate 


Provision for additional Merger Plan terminations, net 


Other 
Asset impairments 
Costs to exit a business and other 


In 1999, TransCanada recorded restructuring and other 
costs related to continuing operations of $170 million 
including $123 million as a result of the Company’s strategy 
(1999 Strategic Plan) of pursuing a more focused set of 
growth opportunities from its core businesses and achieving 
greater cost efficiencies. Restructuring costs of $4 million 
were paid in the year ended December 31, 1999. 
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1999 1998 
51 28 
17 34 
68. 562 
CEE ee, & 
1 62 
13 109 
42 36 
55° 145 

uy 207 


In 1998, the Company recorded restructuring and 
other costs totalling $207 million related to the business 
combination with NOVA Corporation (Merger Plan). 
Restructuring costs of $29 million (1998 — $10 million), 
net of regulatory recoveries, were paid in the year ended 
December 31, 1999. 
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(number of employees) _ 
Original terminations 
Additional Merger Plan terminations 


Terminations completed 
— 1998 
— 1999 
Remaining terminations to occur in 2000 , 
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Restructuring Costs 

The 1999 Strategic Plan includes costs of $51 million for the 
termination of 367 employees related to continuing opera- 
tions, represented by 61 management and 306 non-manage- 
ment positions. The Company also recorded $47 million, 
net of regulatory recoveries, in 1999 for the additional 
342 Merger Plan employee terminations. 

In 1999, other restructuring costs of $17 million 
(1998 — $34 million) were recorded related to certain real 
estate costs including vacant office space resulting from 
employee reductions. 


Remaining Restructuring Liability 


December 31, 1 999 (millions of dollars) 
Employee terminations 
Real estate 
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1999 Merger 
Strategic Plan Plan Total 
367 . 600 967 
= 342 342 
367 942 1,309 
= (274) (274) 
(65) (608) (673) 
eo ay 60 362 


Other Costs 

In 1999, the Company recorded $13 million for asset 
impairments and $42 million in other costs related to the 
realignment of its continuing operations. The amount of 
asset impairments was determined by comparing the net 
carrying value of assets to the undiscounted future cash 
flows of the related assets. 

The Merger Plan resulted in certain assets becoming 
redundant, primarily real estate and information systems 
assets. The 1998 asset impairment was determined by 
comparing the net carrying value to market appraisals. In 
December 1998, exit costs of $36 million were incurred to 
complete the sale of a gas marketing subsidiary. 


1999 Merger 
Strategic Plan Plan Total 
SAT 56 103 
12 5 We 
59 61 120 


The restructuring provisions were determined based on estimates prepared at the time the plans were approved by manage- 
ment and the Board of Directors. The remaining accruals are considered adequate to cover committed restructuring actions. 
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NOTE 4 Segmented Information 


Year ended December 31, 1999 (millions of dollars) 

Revenues 

Cost of sales 

Other costs and expenses 

Depreciation 

Restructuring and other costs 

Operating income 

Financial and preferred equity charges 

Financial charges of joint ventures 

Other income 

Gain on sale of partnership interest 

Income taxes 

Net Income/(Loss) Applicable to Common Shares from 
Continuing Operations 


Year ended December 31, 1998 (millions of dollars) 

Revenues 

Cost of sales 

Other costs and expenses 

Depreciation 

Restructuring and other costs 

Operating income 

Financial and preferred equity charges 

Financial charges of joint ventures 

Other income/(expenses) 

Income taxes 

Net Income/(Loss) Applicable to Common Shares from 
Continuing Operations 


Year ended December 31, 1997 (millions of dollars) 

Revenues 

Cost of sales 

Other costs and expenses 

Depreciation 

Operating income 

Financial and preferred equity charges 

Financial charges of joint ventures 

Other income/(expenses) 

Income taxes 

Net Income/(Loss) Applicable to Common Shares from 
Continuing Operations 


Segmented information for 1998 and 1997 has been restated to reflect the change in reportable segments in 1999. 


Transmission 
3,818 
(1,306) 
(670) 

1,842 
(915) 
(79) 

38 

91 
(306) 


= 671 ecatttetr ite See eee 


Transmission 
3,630 
(1,280) 
(604) 

1,746 
(878) 

(100) 

95 
(265) 


Transmission 
3,397 
(1,161) 
(560) 

1,676 
(798) 
(98) 
44 
(257) 


@) Includes the results of Pan-Alberta Gas Ltd., a business sold in December 1998. 
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Gas 
Marketing 


7,649 


(7,575) 
(61) 
(2) 


Gas 
Marketing ” 


7,057. 
(6,655) 
(349) 
(3) 


50 


Gas 
Marketing ” 


(6,103 
(143 
(25) 
(28) 


) 
) 


6243.) © 


Corporate Total 
= | 14,917 
— | (7,809) 

(30) (1,516) 

(3) | (705) 
(170) (170) 

~~ (203) | teeta 
(238) (1,155) 
= (92) 

29 | 78 

— | 91 

150 (185) 


(262) | 454 


Corporate Total 
es eT. 
= (6,845) 
(27) (1,688) 
(1) | (632) 
(207) | (207) 
(235) | 1,605 
(187) (1,066) 

= (110) 

46 145 

Ady (182) 
(259) 392 
Corporate Total 
eee 9,880 
= (6,226) 

(17) (1,370) 

(4) | (610) 

Te aad 1,674 
(115) (913) 
— | (105) 

59 99 

40 (263) 

| 
(37) 492 
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Total Assets 


December 31 (millions of dollars) 1999 1998 
Transmission ‘or ea 18,567 18,794 
Power 517 496 
Gas Marketing (primarily current assets) 790 794 
Corporate 786 424 

20,660 20,508 
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Geographic Information 


Year ended December 31 (millions of dollars) 1999 1998 1997 

Revenues” 

Canada — domestic 5,040 5,108 5,132 

Canada — export 3,024 2,013 1,995 

United States 3,353 3,856 2,153 
11,917 10,977 9,880 


CSSA ARSC AS SAE TREO OA SRE REE TE 


@) Revenues are attributed to countries based on country of origin of product or service. 


December 31 (millions of dollars) 1999 1998 

Plant, Property and Equipment . % 

Canada 16,599 16,072 

United States 1,518 2,360 
18,117 18,432 


ee ewes 


Capital Expenditures 


Year ended December 31 (millions of dollars) 1999 1998 1997 
Transmission 1,180 2,398 1,614 
Power 117 72 10 
Gas Marketing and Corporate 20 4 24 

1,317 2,474 1,648 
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NOTE5 Plant, Property and Equipment ie 
1999 1998 
Accumulated = Net a ae 
December 31 (millions of dollars) Cost Depreciation = Book Value  ==—_—Book Value 
Transmission . 
Alberta System | | 
Pipeline 4,560 1,311 3,249 | 3,088 
Compression 1,413 302 1,111 | 1,046 
Metering and other 1,177 294 883 | 854 
7,150 Sa ave 5,243 4,988 
Under construction 70 _ 70 252 
7,220 | 1,907 5318) a 
Canadian Mainline am, | > Jae ae ge 
Pipeline 8,579 2.291 | 6,288 5,987 
Compression 3,272 582 2,690 2,400 
Metering and other 492 110 382 : 304 
12,343 2,983 9360 8,691 
Under construction 119 = | 119 | 428 
12,462 ~ 2,983 9,479 | <a 9,119 
North American pipelines and other 4,125 | 1,384 | 2,741 ) SON 
23,807 6,274 47;5338° | =) ie 
Power 680 188 492 443 
Gas Marketing and Corporate 154 62 92 | 118 
24,641 5-2 Es a Le 
NOTE6 Joint Venture Investments 
TransCanada’s Proportionate Share 
Income/(Loss) Before TS Nee ee 
Income Tax Assets 
Ownership UN ae 
(millions of dollars) Interest 1999 1998 1997 1999 1998 
Great Lakes 50.0% 85 | Eig. eee via 519 506 
Northern Border Me a4) 46 30 _ 388 
Iroquois 35.0%” 20 23 22 113 91 
Tuscarora 50.0% 5 4 4 22 26 
Foothills 50.0% — 74.5% _— 12 24 _ — 
Trans Québec & Maritimes 50.0% 13 12 7 84 82 
Ocean State Power 70.1%” 29 26 17 184 197 
Other 25.0% — 60.0% 24 CO 14 | (1) 264 191 : 
| ee | a 


“ The Company’s 30 per cent investment in Northern Border was sold to TC PipeLines, LP in May 1999 (see Note 7). 


® During 1999, the Company increased its interest in Iroquois from 29.0 per cent to 35.0 per cent. 


® During 1998, the Company increased its interest in the Ocean State Power Plant from 40.0 per cent to 70.1 per cent. 


Consolidated retained earnings at December 31, 1999 include undistributed earnings from these joint ventures of $383 million 


(1998 — $389 million). 
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Summarized Financial Information of Joint Ventures 

Year ended December 31 (millions of dollars) 

Meomemge Oy fh 

Revenues 

Costs and expenses 

Depreciation 

Joint venture financial charges and other 

Proportionate share of income before income tax of joint ventures 


EET I ES 


Year ended December 31 (millions of dollars) 

CashhFlows #8 

Operations 

Investing activities 

Financing activities 

Proportionate share of (decrease)/increase in cash and 
short-term investments of joint ventures 


tanegr serrate 


December 31 (millions of dollars) 

Balance Sheet $= 

Cash and short-term investments 

Other current assets 

Plant, property and equipment 

Other assets 

Current liabilities 

Non-recourse debt 

Deferred income taxes 

Proportionate share of net assets of joint ventures . 


SRS Ig A OS AEE SS OSES: 


NOTE es Long-Term Investments ‘ 


December 31 (millions of dollars) 
Equity Investments fh 
Northern Border 

Other 


Son SSR SRS UREA RE RRS LET SSS PG ESTATE CRS TERT 


The Company holds a 33.4 per cent controlling interest in 
TC PipeLines, LP, which holds a 30 per cent interest in 


Northern Border Pipeline Company. 
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1998 


662 

(245) 

(123) 
(71) 
223 


1998 


298 
(904) 
696 


90 


1998 


111 
131 
2,799 
15 
(276) 
(1,233) 
(66) 
1,481 


1997 


942 

(546) 

(119) 
(97) 
180 


1997 

328 
(431) 

88 


(15) 


Consolidated retained earnings at December 31, 1999 
include undistributed earnings from these equity investments 


of $21 million (1998 — $3 million). 
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NOTE8 — Long-Term Debt 


1999 1998 
Weighted Weighted 
Average Average 
Maturity Outstanding Interest Outstanding Interest 
Dates December 31” Rate” December 317 __ Rate® 
Alberta System 7 | | 
Debentures and Notes | 
Canadian dollars 2003 to 2024 861 11.1% 982 11.1% 
U.S. dollars (1999 — US$625; 1998 — US$775) 2002 to 2023 902 8.2% 1,186 8.0% 
Medium-Term Notes 
Canadian dollars 2000 to 2030 981 7.4% 981 7.4% 
U.S. dollars (1999 — US$333; 1998 — US$133) 2001 to 2029 481 7.3% 203. 6.6% 
Unsecured Loans | / 
U.S. dollars (1999 and 1998 — US$182) 2003 263 6.4% RES 5.7% 
3,488 3,631 
Foreign exchange differential recoverable 
through the tollmaking process (218) (314) 
3,270 | | <8 31% 
Canadian Mainline ae coud 
First Mortgage Pipe Line Bonds | 
Pounds Sterling (1999 and 1998 — £25) 2007 58 16.5% 64 16.5% 
Debentures | 
Canadian dollars 2000 to 2020 1,530 10.9% 1,530 10.9% 
U.S. dollars (1999 and 1998 — US$800) 2012 to 2023 1,155 9.2% 1,224 9.2% 
Medium-Term Notes | | | 
Canadian dollars 2000 to 2031 3,017 7.1% | 3,000 | 74% 
U.S. dollars (1999 — US$120; 1998 — nil) 2010 173 = 6.1% | -a.3 | = 
ee hanna 
Foreign exchange differential recoverable 
through the tollmaking process (200) | (282) 
Pas 798 5,536 
Other ee oo ee 
Medium-Term Notes | | | 
Canadian dollars 2000 to 2030 745 7.0% | 783. | 7.0% 
U.S. dollars (1999 - US$1,363; | 
1998 — US$1,113) 2001 to 2029 1,967 | 6.8% 1,703 6.8% 
Subordinated Debentures 
U.S. dollars (1999 and 1998 — US$200) 2006 289 9.1% 306 9.1% 
Long-Term Debt of Subsidiaries | | 
Canadian dollars 2000 to 2005 683 7.0% | 702 | 7.1% 
U.S. dollars (1999 — US$7; 1998 — US$9) 2000 to 2004 10 7.4% 14s ea 7.4% 
Unsecured Loans | | | 
Canadian dollars 2001 70 6.5% — 70 | 6.5% 
ioe. 3,104 3,578 
12,767 paar 
Less: Long-Term Debt Due Within One Year / 606 | 905 


Amounts outstanding are stated in millions of Canadian dollars; amounts denominated in currencies other than Canadian dollars are stated in millions. 


@ Weighted average interest rates are stated as at the respective outstanding dates. The effective weighted average interest rates resulting from swap agreements are as 


follows: Alberta System U.S. dollar debentures and notes — 8.2 per cent (1998 — 8.0 per cent); Alberta System Canadian dollar medium-term notes — 6.9 per cent 
(1998 — 6.9 per cent); Alberta System U.S. dollar unsecured loans — 7.9 per cent (1998 — 7.8 per cent); and Other U.S. dollar subordinated debentures — 8.9 per cent 
(1998 — 8.5 per cent). 
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Mandatory Retirements 

Mandatory retirements resulting from maturities and sinking 
fund obligations of the long-term debt of the Company 
approximate: 2000 — $606 million; 2001 — $714 million; 
2002 — $492 million; 2003 — $1,097 million; and 2004 - 
$353 million. 


Medium-Term Notes 

The Company has established medium-term note programs 
in Canada and the United States. At December 31, 1999, 
the Company can issue additional medium-term notes of 
up to $1.5 billion in Canada and US$430 million in the 
United States under these existing programs. 


Alberta System 

Debentures 

Debentures amounting to $225 million have retraction 
provisions which entitle the holders to require redemption 
of up to 8 per cent of the principal plus accrued and unpaid 
interest on repayment dates beginning in 1997. No note 
holders have required redemption. 


Canadian Mainline 

First Mortgage Pipe Line Bonds 

The Deed of Trust and Mortgage securing the Company’s 
First Mortgage Pipe Line Bonds limits the specific and 
floating charges to those assets comprising the present and 
future Canadian Mainline and the Company’s present and 
future gas transportation contracts. 


Financial Charges 

Year ended December 31 (millions of dollars) 
Interest on long-term debt 

Regulatory deferrals and amortizations 
Short-term interest and other financial charges 
Interest capitalized 


Financial charges — discontinued operations 


ee 
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Medium-Term Notes 

Medium-term notes amounting to $148 million have retraction 
provisions which entitle the holders to require redemption 
of the principal plus accrued and unpaid interest on 
repayment dates varying from 2001 to 2003. Medium-term 
notes amounting to $125 million have a provision entitling 
the holder to extend the maturity of the medium-term notes 
from the initial repayment date of 2001 to 2008. If extended, 
the interest rate would increase from 5.6 per cent to 
5.9 per cent and the medium-term notes would become 
redeemable at the option of the Company. 


Other 

Long-Term Debt of Subsidiaries 

Pursuant to a trust deed, a subsidiary has issued and pledged 
to certain banks a demand debenture in the principal amount 
of $200 million as security for funds advanced under a 
credit arrangement. The subsidiary has also granted a 
floating charge on its undertakings, property and assets. 


Medium-Term Notes 

Medium-term notes amounting to $150 million and 
US$200 million have retraction provisions which entitle 
the holders to require redemption of the principal plus 
accrued and unpaid interest in 2005 and 2004, respectively. 
The Company also has the option to redeem the US$200 million 
medium-term notes in 2004. If the U.S. dollar medium-term 
notes remain outstanding, the interest rate will change in 
2004 from 6.4 per cent to a rate based on the U.S. Treasury 
30 year bond yield. 


1999 1998 1997 
1,065 981 821 
28 12 16 
59 67 | 54 
(A) (10) (9) 
1,151 1,050 882 
(94) (55) (27) 
Sie ee: ieee aens 


The Company made interest payments of $1,102 million, $1,002 million and $868 million for the years ended December 31, 


1999, 1998 and 1997, respectively. 
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NOTE 9 Non-Recourse Debt of Joint Ventures 


Maturity 
Dates c 


Great Lakes 
Senior Unsecured Notes 
(1999 — US$257; 1998 —- US$276) 2000 to 2028 
Northern Border ° 
Senior Notes 


(1999 — nil; 1998 — US$75) 2000 to 2003 
Bank Loan 

(1999 — nil; 1998 — US$184) 2000 to 2002 
Iroquois 
Bank Loan 

(1999 — US$118; 1998 — US$106) 2006 to 2008 
Tuscarora 
Senior Secured Notes 

(1999 — US$43; 1998 — US$44) 2010 
Trans Québec & Maritimes 
First Mortgage Bonds 2000 to 2009 


Ocean State Power 
Senior Secured Notes 


(1999 — US$91; 1998 — US$99) 2001 to 2011 
Other 
Bank Loan 2014 
Note 2001 


Less: Non-Recourse Debt of 
Joint Ventures Due Within One Year 


1999 ee ee 1906 ae 

Weighted Weighted 

Average Average 

Outstanding Interest Outstanding Interest 

December 31” - Rate” December 317 Rate” 

| 

371 8.2% 422 | 8.3% 

— —_ 115 . 8.4% 

ase, peas 282 5 5% 

170 8.7% | 162 ~ 8.7% 

62 7.1% Ov 71% 

136 8.6% 88 9.9% 

131 7.8% | 152 7.1% 

53 5.9% a — 

7a 6.5% — | = 
925 poe 
ely, We meh Bec eae 
864 1,233 


PALETTE PLT DE OEE EES ELI IIE IES TEE II ESSE TE OS I ETE OSES 


Amounts outstanding are stated in millions of Canadian dollars; amounts denominated in U.S. dollars are stated in millions. 


) Weighted average interest rates are stated as at the respective outstanding dates. The effective weighted average interest rates on the bank loans of Iroquois and Other 
resulting from swap agreements are 7.6 per cent and 7.5 per cent, respectively, at December 31, 1999. The effective weighted average interest rates on the bank loans of 
Northern Border and Iroquois resulting from swap agreements were 5.8 per cent and 7.6 per cent, respectively at December 31, 1998. 


The Company’s 30 per cent investment in Northern Border was sold to TC PipeLines, LP in May 1999. 


The debt of joint ventures is non-recourse to TransCanada. 
The security provided by each joint venture is limited to 
the rights and assets of that joint venture and does not 
extend to the rights and assets of TransCanada, except to 
the extent of TransCanada’s investment. 
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The Company’s proportionate share of mandatory 
retirements resulting from maturities and sinking fund 
obligations of the non-recourse joint venture debt 
approximates: 2000 — $61 million; 2001 - $47 million; 2002 
— $56 million; 2003 — $47 million; and 2004 — $63 million. 
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Financial Charges of Joint Ventures 
eae ebay of (reients of Solar) 


Interest on long-term non-recourse debt 
Other 


Financial charges of joint ventures — discontinued operations 
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1999 1998 1997 
111 126 113 
10 10 2 
121 136 115 
(29) (26) (10) 
92 110 105 


The Company’s proportionate share of the interest payments of joint ventures is $112 million, $118 million and $101 million 
for the years ended December 31, 1999, 1998 and 1997, respectively. 


NOTE 10 Junior Subordinated Debentures and Preferred Securities 


December 31 (millions of dollars) 
Junior Debentures 
8.75% Issue (1999 and 1998 — US$160 million) 


Preferred Securities 
8.25% and 8.50% Issues 
(1999 — US$15 million; 1998 - US$14 million) 


eae SN IS LAE REE RO, 


The foreign exchange differential on the principal amount 
of the Junior Debentures and 8.25 per cent Preferred 
Securities, which are Canadian Mainline financings, will 
be recovered through the tollmaking process. 


Junior Debentures 

The Junior Debentures are redeemable at par by the 
Company at any time on or after July 23, 2001 and, in certain 
circumstances, prior to that date. The Company may elect 
to defer interest payments on the Junior Debentures. 
Interest and deferred interest, if any, are payable in cash. 
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Maturity 
Dates 1999 1998 
2045 218 218 
2045 to 2047 23 21 


241 239 


Preferred Securities 

The US$200 million 8.50 per cent Preferred Securities are 
redeemable by the Company at par at any time on or after 
November 7, 2001 and, in certain circumstances, prior to that 
date. The US$460 million 8.25 per cent Preferred Securities 
are redeemable by the Company at par at any time on or after 
October 8, 2003 and, in certain circumstances, prior to that 
date. The Company may elect to defer interest payments 
on the Preferred Securities and settle the deferred interest 
in either cash or common shares. 

Since the deferred interest may be settled through the 
issuance of common shares at the option of the Company, 
the Preferred Securities are classified into their respective 
debt and equity components. The equity component of the 
Preferred Securities is $960 million at December 31, 1999 
(1998 — $978 million). 
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NOTE 11 Preferred Shares 


Number 
of Shares 
December 31 (thousands) 
Cumulative First Preferred Shares 
$2.80 Series oo 
Series O 3,000 
Series P 2,600 
Series Q 2,100 
Series R 2,000 
Series S 4,000 
Series U 4,000 
Series Y 4,000 


The authorized number of preferred shares issuable in series 
is unlimited. All of the first preferred shares are without 
par value. 

On March 5, 1999, the Company issued 4,000,000 
Series Y shares for net cash proceeds of $194 million. On 
June 1, 1999, the Company redeemed all of the outstanding 
Series O and Series P shares at a price of $52 per share. A 
premium on redemption of $11 million was charged to 
retained earnings. On December 15, 1999, the Company 
redeemed all of the outstanding Series Q shares at a price of 
$50 per share. On December 8, 1999, the Company exercised 
its option to redeem all of the outstanding $2.80 Series 
shares on January 12, 2000 at a price of $50.50 per share. 
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Dividend Redemption 1999 1998 
Rate Price (millions of (millions of 

Per Share oS Per Share ae dollars) — YS ae dollars) 
$2.80 $50.50 28 28 
$3.95 $50.00 - $52.00 —_ 150 
$3.875 $50.00 — $52.00 mane 130 
$3.275 $50.00. —- 105 
$2.975 $50.00. 100 100 
$2.575 $50.00 — $51.00 | 200 200 
$2.80 $50.00 195 195 
$2.80 $50.00. 194 — 
it | 


On or after December 15, 2000, the Company may 
redeem the Series R shares at a price of $50 per share. 
Additionally, on or after December 15, 2000, the Company 
may elect to convert the Series R shares deposited for 
redemption or outstanding Series R shares into common 
shares at 95 per cent of the then market price of the common 
shares. On May 1, 2002 and on May 1 of every fifth year 
thereafter, the Company may redeem the Series S shares at 
$50 per share. At any other time subsequent to May 1, 2002, 
the Company may redeem the Series S shares at $51 per 
share. In addition, on May 1, 2002, and on May 1 of every 
fifth year thereafter, holders of Series S shares may convert 
their Series S shares into equal numbers of Series T First 
Preferred Shares. On or after October 15, 2013, for the 
Series U shares, and on or after March 5, 2014, for the 
Series Y shares, the Company may redeem the shares at 
$50 per share. 
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NOTE 12 Common Shares 


Outstanding at January 1, 1997 

Issued for cash or cash equivalent 
Under the dividend reinvestment and share purchase plan 
Exercise of options 
Other 

Repurchased for cash 

Outstanding at December 31, 1997 

Issued for cash or cash equivalent 
Under the dividend reinvestment and share purchase plan 
Exercise of options 
Other 

Outstanding at December 31, 1998 

Issued for cash or cash equivalent 
Under the dividend reinvestment and share purchase plan 
Exercise of options 

Outstanding at December 31, 1999 


Common Shares Issued and Outstanding 


The Company is authorized to issue an unlimited number 


of common shares of no par value. 


Stock Options 


Outstanding at January 1, 1997 
Granted 

Exercised 

Cancelled or expired 

Outstanding at December 31, 1997 
Adjustment of options from business combination ” 
Granted 

Exercised 

Cancelled or expired 

Outstanding at December 31, 1998 
Granted 

Exercised 

Cancelled or expired 
ee ee 


Ree wa Ee 


) 


Net Income Per Share 


Number 
of Shares 
(thousands) 


459,489 


4,298 
1,231 
51 

(9,220) 
455,849 


4,960 
2,882 
17 
463,708 


10,254 
569 
474,531 
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Amount 
(millions of 
dollars) 


4115 


Net income per share is calculated by dividing net income 
applicable to common shares by the weighted average 
number of common shares outstanding. The weighted 
average number of shares, in millions, is 469.5, 460.0 and 
457.0, respectively, for the years ended December 31, 1999, 


1998 and 1997. 


Number 
of Shares 
(thousands) 


9,604 
4,015 
(1,231) 
(105) 
12,283 
(1,296) 
1,968 
(2,882) 
(145) 
9,928 
3,988 
(569) 
(476) 
12,871 


Weighted 
Average 
Exercise 

Prices 


$19.56 
$28.35 
$17.43 
$22.44 
$22.62 


$29.71 
$18.10 
$24.22 
$19.97 
$20.57 
$15.16 
$22.82 


$20.27 | 


Options 
Exercisable 
(thousands) 


9,024 


6,315 


7,400 


9,661 


As at July 2, 1998, the stock options previously granted by TransCanada and NOVA were exchanged and adjusted based on the principle that the accrued benefit 


inherent in such options would be preserved. 


CONSOLIDATED FINANCIAL STATEMENTS 


F 21 


TRANSCANADA 99 AR 


The following table summarizes information about stock options outstanding at December 31, 1999: 


Options Outstanding 


Options Exercisable 


Weighted 
Average Weighted Weighted 
Range of Number Remaining Average | Number Average 
Exercise of Options Contractual Life Exercise of Options Exercise 
Prices (thousands) (years) i ae ‘Price | (thousands) = Faiee 
$13.25 to $19.86 5,496 5.9 Stat 5,170 | $16.95 
$20.27 to $24.61 eoo 8.6 | $22.62 ar 3 4,491 $23.26 
12871 7A | $20.27 | a8 | $19.88 


The Key Employee Stock Incentive Plan (KESIP) permits 
the award of options to purchase the Company’s common 
shares to certain key employees, some of whom are officers. 
Options may be exercised at a price determined at the 
time the option is awarded. Generally, 25 per cent of the 
common shares subject to an option may be purchased on 
the award date and 25 per cent on each of the three follow- 
ing award date anniversaries. At December 31, 1999, an 
additional 11 million common shares have been reserved 
for future issuance under KESIP. 


Shareholder Rights Plan 

The Company’s Shareholder Rights Plan is designed to 
encourage the fair treatment of shareholders in connection 
with any takeover offer for the Company. Under certain 


NOTE 13 Risk Management 

The Company invests in foreign operations, issues short and 
long-term debt including amounts in foreign currencies and 
purchases and sells energy commodities. These activities 
result in exposures to foreign currency exchange rates, 
interest rates and energy prices. The Company uses deriva- 
tives to manage the price or cash flow risk that may result 
from these activities including activities conducted by the 
Company’s discontinued operations. The Company will 
continue to manage the risk of these activities until the 
assets and businesses of the discontinued operations have 
been sold. The tables that follow provide information on 
derivatives held but not on the corresponding positions 
that have been hedged. 
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circumstances, each common share is entitled to one right 
which entitles certain holders to purchase common shares 
of the Company at 50 per cent of the then market price. 
The Plan was reaffirmed by shareholders in 1998 with 
certain amendments to conform the provisions to similar 
Canadian public corporation shareholder rights plans. 


Restriction on Dividends 

Certain terms of the Company’s preferred shares, preferred 
securities, junior subordinated debentures and debt 
instruments could restrict the Company’s ability to declare 
dividends on preferred and common shares. At December 31, 
1999, such terms did not restrict or alter the Company’s 
ability to declare dividends. 


Carrying Values of Derivatives 

The carrying amounts of derivatives, which hedge the price 
risk of the foreign currency denominated net assets and rep- 
resent the net unrealized gains or losses on the derivatives, 
partially offset the foreign exchange adjustment in 
Shareholders’ Equity. Carrying amounts for interest rate 
swaps represent the net accrued interest from the last 
payment date to the reporting date. Foreign currency 
transactions hedged by foreign exchange contracts are 
recorded at the contract rate. The carrying amounts shown 
in the tables that follow are recorded in the Consolidated 
Balance Sheet. 
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Fair Values of Financial Instruments 

Cash and short-term investments and notes payable are 
valued at their carrying amounts due to the short period 
to maturity. The fair values of long-term debt, non-recourse 
long-term debt of joint ventures and junior subordinated 
debentures are determined using market prices for the 
same or similar issues. 

The fair values of derivatives have been estimated 
using year-end market rates. These fair values approximate 
the amount that the Company would receive or pay if the 
instruments were closed out at these dates. 


Credit Risk 

Credit risk results from the possibility that a counterparty 
to a derivative in which the Company has an unrealized 
gain fails to perform according to the terms of the contract. 
Credit exposure is minimized by dealing with creditworthy 
counterparties in accordance with established credit approval 
practices. At December 31, 1999, credit risk is $337 million 
for foreign currency and interest rate derivatives and 
$209 million for energy price risk derivatives. The largest 
credit exposure to a single counterparty is $63 million. 


Asset/(Liability) December 31 (millions of dollars) 
Foreign Exchange Risk 
Cross-currency swaps 
U.S. dollars 
Euros 
Forward Foreign Exchange Contracts 
U.S. dollars 
Euros 


oneness aS 


SEEN AEE DILATED SSE 
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Notional Amounts 

Notional principal amounts are not recorded in the financial 
statements because these amounts are not exchanged by 
the Company and its counterparties and are not a measure 
of the Company’s exposure. Notional amounts are used only 
as the basis for calculating payments for certain derivatives. 


Foreign Investments 

At December 31, 1999 and 1998, the Company had foreign 
currency denominated net assets which create an exposure 
to changes in exchange rates. The Company uses foreign 
currency derivatives to hedge this exposure on an after-tax 
basis. The cross-currency swaps have a floating interest 
rate which the Company partially hedges by entering into 
interest rate swaps and forward rate agreements. The fair 
values shown in the table below for foreign exchange risk 
are offset by translation gains or losses on the net assets 
and are recorded in the foreign exchange adjustment in 
Shareholders’ Equity. 


1999 1998 
Carrying Fair Carrying Fair 
ne Amount Value Amount Value 
(15) | (15) (72) (72) 
38 38 — —_ 
(10) (10) 3 3 


8 hess. | eee ae 


The principal amounts of cross-currency swaps are US$250 million (1998 — US$750 million) and ECU177 million (1998 — nil). 
Principal amounts of forward foreign exchange contracts are US$380 million (1998 — US$230 million) and ECU110 million 


(1998 — nil). 
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Reconciliation of Foreign Exchange Adjustment 

December 31 (millions of dollars) 

Balance at beginning of year 

Translation (losses)/gains on foreign currency denominated net assets 
Foreign exchange gains/(losses) on derivatives, net of income taxes 
Adjustments related to the business combination with NOVA 


U.S. Dollar Transaction Hedges 

‘The Company purchases and sells energy commodities in 
U.S. dollars. To reduce risk and protect margins when 
purchase and sale contracts are denominated in different 
currencies, the Company enters into forward foreign 
exchange contracts which establish the foreign exchange 
rate for the cash flows from these purchase and sale 
transactions. 


1999 1998 
aay tear SAB ten a a aonnd 
(62) 66 
65 (61) 
= (74) 
18 15 


Energy Price Risk Management 

The Company uses derivatives to manage the price risk 
associated with sales, purchases and inventories of energy 
commodities in its business activities. The derivatives have 
terms ranging from less than one month to fifteen years. 
The fair values shown in the table below are offset by related 
fair values on physical positions. 


1999 1998 

Carrying 7 ae Fair = ¥ Carrying ae a Fair 
Asset/(Liability) December 317 (millions of dollars) Amount Value Amount Value 
Natural Gas = ; i i Peis Siig ti: a 
Futures contracts 4 4 | 1 1 
Swaps —- 30 eh 3 
Options _ Cs 3 — — 
Crude Oil and Petroleum Products | 
Futures contracts (15) (15) | i) 5 


Notional volumes are 42 Bef (1998 - 27 Bcf) for natural gas futures contracts, 1,413 Bef (1998 — 965 Bef) for natural gas 
swaps and 4 Bef (1998 - 111 Bef) for natural gas options. Notional volumes for crude oil and petroleum products futures 
contracts are 5 MMBbls (1998 - 2 MMBbIls). 


Canadian Regulatory Foreign Exchange and Interest Rate Management Activity 

The Company manages the foreign exchange risk of U.S. dollar debt of the Alberta System and U.S. dollar expenses and the 
interest rate exposure of the Alberta System and the Canadian Mainline through the use of foreign currency and interest 
rate derivatives. The realized gains and losses on these derivatives are shared with shippers on predetermined terms. 


ee ck ee oct 
Carrying Fair 
Amount Value 


~ Canying Fain 
Asset/(Liability) December 31 (millions of dollars) Amount Value 
Foreign Exchange Risk | a ee 4 
Cross-currency swaps and options 44 | 44 | 74 | 74 
Interest Rate Risk | 
Interest rate swaps | | 

Canadian dollars 8 (8) Bony 13 


i ee le nee Ae at aM 


year aches een RET 
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The principal amounts of cross-currency swaps are US$425 million (1998 — US$305 million) and the notional principal 
amounts of options are nil (1998 — US$363 million). Notional principal amounts for interest rate swaps are $896 million 


(1998 - $646 million) and US$200 million (1998 — US$150 million). 


Hedging Activities of Joint Ventures 


Certain of the Company’s joint ventures use interest rate derivatives to manage interest rate exposures. The Company’s 
proportionate share of the credit exposure related to derivatives of the joint ventures is $5 million at December 31, 1999. 


Other Fair Values 


December 31 (millions of dollars) 
Long-Term Debt = 

Alberta System 

Canadian Mainline 

Other 

Non-Recourse Debt of Joint Ventures 
Junior Subordinated Debentures 


ee 


Carrying 
Amount 


3,488 
5,933 
3,764 

925 


253 


1999 


Fair 
Value 


3,675 
6,283 
3,543 
941 
228 


Carrying 
Amount 


3,631 
5,818 
3,578 
1,288 

266 


1998 


Fair 
Value 


4,210 
6,821 
3,762 
1,459 

279 


These fair values are provided solely for information purposes and are not recorded in the Consolidated Balance Sheet. 


NOTE 14 Income Taxes 


Reconciliation of Income Tax Expense 

Year ended December 31 (millions of dollars) 

Income from continuing operations before income taxes 
Income not subject to tax currently 


Federal and provincial statutory tax rate 

Expected income tax expense 

Non-deductible expenses 

Non-deductible capital losses 

Net difference between the federal and provincial statutory tax rate 
and rate of foreign authorities 

Large corporations tax 

Other 

Actual income taxexpense 


CONSOLIDATED FINANCIAL STATEMENTS 


182 
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Deferred Income Taxes 

At the direction of the EUB and the NEB, the Company follows 
the taxes payable method of accounting for income taxes 
related to the operations of the Alberta System and the 
Canadian Mainline. Had the deferral method of accounting 
been prescribed by these regulatory bodies for the Alberta 
System and the Canadian Mainline from the date of com- 


Provision for Income Taxes 

Year ended December 31 (millions of dollars) 
Current 

Canada 

Foreign 


Deferred 
Canada 
Foreign 


mencement of operations, deferred income taxes in the 
amount of $587 million, and $1,130 million, respectively, to 
December 31, 1999 for each operation (1998 — $560 million 
and $1,011 million, respectively) would have been recorded 
and recovered in tolls. 


Geographic Components of Income from Continuing Operations before Income Taxes 


Year ended December 31 (millions of dollars) 
Canada 
Foreign 


Unremitted Earnings of Foreign Investments 

Income taxes have not been provided on the unremitted 
earnings of foreign investments which the Company intends 
to indefinitely reinvest in foreign operations. If provision 
for these taxes had been made, deferred income taxes 
would increase by approximately $33 million at December 31, 
1999 (1998 — $60 million; 1997 — $42 million). 
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1999 1998 ee _ 1997 
185 | 922 | 202 
108 | 22 | ee 
293 244 | ae 
(99) (77) | 30 

(9) 15 ae 
(108) (62) 36 
ee ee 
1999 : 1998 2 WT 
473 477 664 
264 168 149 
ToT Oe ee 


Income Tax Payments 

Income tax payments of $196 million, $332 million and 
$160 million were made during the years ended December 31, 
1999, 1998 and 1997, respectively. 
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1998 

Weighted Weighted 

Outstanding Average Outstanding Average 

December 31 Interest Rate December 31 Interest Rate 

(millions of Per Annum at (millions of Per Annum at 

eee dollars) December 31 dollars) December 31 

Commercial Paper 

Canadian dollars 138 4.9% 422 5.5% 

U.S. dollars 14 5.0% 30 5.6% 
Notes Payable of Joint Ventures 

Canadian dollars 60 6.5% 105 5.1% 

U.S. dollars 2 6.8% 3 9.8% 

214 560 


FER I IPO ODORS TDS IP ICT ETI IE OE 


The Company has unused lines of credit of $2.8 billion at 
December 31, 1999, which support the Company’s com- 
mercial paper program and are available to secure energy 
commodity purchases and for general corporate purposes. 
If used, interest on the lines of credit would be charged at 


NOTE 16 Pension Plans 


prime rates of Canadian chartered and U.S. banks and 
at other negotiated financial bases. The cost to maintain 
the unused portion of the lines of credit is approximately 
$3 million for the year ended December 31, 1999 (1998 - 
$2 million). 


The Company’s non-contributory defined benefit and defined contribution pension plans cover substantially all employees. 


Year ended December 31 (millions of dollars) 
Pension Expense ve ; 
Continuing operations 

Discontinued operations 


REESE IE PT AEBS RETRO IES ETO 


The defined benefit pension plans are based on years of 
service and highest average earnings over three consecutive 
years of employment. The cost of defined benefit pension 
benefits earned by employees is determined using the 
projected benefit method pro-rated on services and is 
expensed as the employees provide services. Actuarial 
reports are prepared regularly by independent actuaries 
for accounting and funding purposes. Defined benefit 
pension plan assets consist primarily of publicly traded 
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1999 1998 1997 
12 14 16 
2 ) 5 
14 19° 21 


equity and fixed income securities. The assumed future 
rates of return on pension assets and discount rates used 
to determine the projected pension benefit obligations are 
7.5 per cent for 1999, 1998 and 1997. The rates of projected 
increase in future compensation levels used ranged from 
1.94 per cent to 3.5 per cent for 1999, 1.75 per cent to 
3.5 per cent for 1998 and 3 per cent to 4 per cent for 1997. 


E27, 
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Status of the Pension Plans 

December 31 (millions of dollars) 

Assets available at average market value 

Actuarial present value of accumulated benefit obligations 
Surplus on an accounting basis 


1999 1998 
644 Poy Ge suey 
574 | 582 
7) pa: 


INNES ES INT EL SEE PEN ELIS 


Under the defined contribution pension plan which was introduced in 1997, Company contributions are based on the 
participating employees’ pensionable earnings. 


NOTE 17 


Operating Working Capital 


Year ended December 31 (millions of dollars) 
Decrease/(increase) in accounts receivable 


Increase in inventories 


Decrease/(increase) in other current assets 


Increase in accounts payable 
Increase in accrued interest 


The Company and its subsidiaries are subject to various 
legal proceedings and actions arising in the normal 
course of business. Management considers the 
aggregate liability, if any, to the Company and its 
subsidiaries in respect of these actions and proceedings 


Among these actions and proceedings is one 
in which a subsidiary of the Company is one of the 
subjects of a civil action initiated by a competitor in 
connection with its gas marketing activities in Montana 
alleging anti-trust conspiracy and violations and 
claiming treble damages. The Company is unable 
to determine at this time how this matter will be 
resolved but believes that it will not have a material 
effect on its financial position. 


NOTE 18 Commitments and Contingencies 
(a) 

not to be material. 
(b) 
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The Year 2000 Issue arises because many computerized 
systems use two digits rather than four to identify a 
year. Date-sensitive systems may recognize the 
year 2000 as 1900 or some other date, resulting in 
errors when information using year 2000 dates is 
processed. In addition, similar problems may arise 
in some systems which use certain dates in 1999 to 
represent something other than a date. Although 


(c) 


1999 1998 1997 
71 (49) 
(103) (22) (49) 
9 2 (18) 
143 222 71 
9 43 10 


the change in date has occurred and TransCanada 
experienced no disruptions to mission critical systems 
and applications, it is not possible to conclude that 
all aspects of the Year 2000 Issue that may affect 
TransCanada, including those related to customers, 
suppliers, or other third parties, have been fully 
resolved. 


The Company has outstanding commitments related 
to certain of its international investments which are 
now presented as discontinued operations. 

The Company has agreed to guarantee repay- 
ment of certain debt related to Transportadora 
de Gas Del Norte S.A. to a maximum exposure of 
US$84 million. In addition, the Company has indemni- 
fied the lender in the event that the license to operate 
and transport gas in Argentina was revoked or ter- 
minated by the regulatory authorities for reasons 
other than bankruptcy. 

The Company has agreed to guarantee repay- 
ment of a portion of the credit facility of Gasoducto Gas 
Andes S.A. At December 31, 1999, the credit facility 
was US$150 million and the Company has guaranteed 
US$70 million and has provided a further guarantee 
for an additional US$20 million. 
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NOTE 19 Business Combination with NOVA 


Description of the Business Combination 

Effective July 2, 1998, TransCanada entered into a business 
combination with NOVA Corporation (NOVA). NOVA’s 
businesses included gathering, processing, transmission 
and marketing of natural gas and natural gas liquids, and 
production and marketing of commodity chemicals. Under 
the terms of a Plan of Arrangement (the Arrangement), 
the companies merged and then spiit off the commodity 
chemicals business carried-on by NOVA into a separate 
public company. The nature of the business combination 
was such that neither of the combining companies could 
be identified as the acquirer. The business combination 
was accounted for using the pooling of interests method. 


Financial Information Prior to the Business Combination 
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Each NOVA common share was exchanged for 0.52 of 
a TransCanada common share, resulting in the issuance of 
approximately 235.0 million TransCanada common shares. 
Immediately thereafter, each TransCanada common share 
was exchanged for one new TransCanada common share 
and 0.2 of a common share of the separate public company 
conducting the commodity chemicals business. After the 
business combination, the former shareholders of NOVA held 
51 per cent and the former shareholders of TransCanada 
held 49 per cent of the 460.5 million outstanding common 
shares of the combined company, which carries on business 
as TransCanada. On July 3, 1998, the first trading day sub- 
sequent to the Arrangement, the closing market price of a 
TransCanada common share was $27.05. 


At the date of the business combination, the book values of the assets and liabilities of TransCanada and NOVA, prior to 


the split off, were as follows. 


July 2, 1998 (millions of dollars) 
Assets aa ee a 
Current assets 

Plant, property and equipment 
Other assets . 


Liabilities 

Current liabilities 

Long-term debt 

Non-recourse debt of joint ventures 
Junior subordinated debentures 
Other liabilities 

Non-controlling interests 
Shareholders’ Equity 


(ENO SF BSR EE OLAS SOT ES 


The operating results of TransCanada and NOVA, prior to the split off, were as follows. 


January 1, 1998 to July 2, 1998 (millions of dollars) 
Revenues . 

Operating income 

Net income 


oR EE SE ESTE A TUE SS ST 
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TransCanada NOVA 
2,223 1,165 
12,867 8,131 
609 1,705 
15,699 11,001 
2,076 1,875 
6,902 4,673 
1,450 
224 
458 375 
191 
4,398 4,078 
TransCanada NOVA 
6,841 2,279 
593 378 
219 104 


eT ee ee 
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The commodity chemicals business, which was split off on 
July 2, 1998 under the terms of the Arrangement, has been 
accounted for as discontinued operations. The carrying 


(millions of dollars) 

Current assets 

Plant, property and equipment, net 
Total assets 

Current liabilities 

Long-term debt 

Shareholder’s equity 

Revenues 


The split off was accounted for by removing the book values 
of the assets and liabilities of the commodity chemicals 
business from the Company’s consolidated financial state- 
ments as at July 2, 1998. In 1998, consolidated retained 
earnings and the foreign exchange adjustment were 
reduced by $1,708 million and $51 million, respectively. 


NOTE 20 Significant Differences Between Canadian and U.S. GAAP 


Net Income Reconciliation 
Year ended December 31 (millions of dollars except per share amounts) 
Net income from continuing operations as reported in accordance with 
Canadian GAAP 
U.S. GAAP adjustments 
Preferred securities charges, net of tax’” 
Income taxes” 
Mark-to-market loss from energy marketing contracts, net of tax” 
Transaction costs of business combination ” 
Net income from continuing operations in accordance with U.S. GAAP 
Net (loss)/income from discontinued operations in accordance with U.S. GAAP” 
Net income in accordance with U.S. GAAP 


Basic and diluted net (loss)/income per share in accordance with U.S. GAAP 
Continuing operations 
Discontinued operations 


value of selected assets and liabilities as at July 2, 1998 and 
revenues for the period ended July 2, 1998 are as follows. 


818 
2,020 
3,894 

746 
1,029 
1,759 
1,598 


Transaction Costs 

Third party fees, costs and expenses related to the business 
combination totalled approximately $182 million after income 
taxes. The transaction costs were charged to retained 
earnings in 1998. 


1999 1998 Drak : 1997 

| 

| | 
552i 463 550 
(46) (21) (13) 
(15) = 5 
(13) = = 
= (182) ae 
478 260° 542 
(476) (143) 53 
2 me _598 
$0.91 | $0.45 | $1.09 
(1.01) __(0.31) 01 
__ ($0.10) | 0 ei 


Under U.S. GAAP, the financial charges related to Preferred Securities are recognized as an expense, rather than dividends. 


(2) 


or liability in the year. 


Under U.S. GAAP, the liability method is used to calculate deferred income taxes and deferred income tax expense is calculated as the net change in the deferred tax asset 


Under U.S. GAAP, commencing in 1999, energy marketing contracts are measured at fair value determined as at the balance sheet date. 


(4) 
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Under U.S. GAAP, the transaction costs related to the business combination with NOVA are recognized as an expense, rather than a charge to retained earnings. 
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) Net (loss)/income from discontinued operations reconciliation 


Year ended December 31 (millions of dollars) 1999 1998 1997 
Net (loss)/income from discontinued operations in accordance with 
Canadian GAAP (524) (31) 198 
U.S. GAAP adjustments 
Asset impairments ” (97) (50) — 
Provision for loss on disposal” 147 — — 
Income taxes (2) (11) (12) 
Commodity chemicals business ” — (51) (133) 
Net (loss)/income from discontinued operations in accordance with U.S. GAAP (476) (143) 5g 


(@ Under U.S. GAAP, the amount of an impairment is determined by comparing the net carrying value of an asset to its discounted future net cash flows. Under Canadian GAAP, 
the net carrying amount is compared to undiscounted future net cash flows. 


() Under U.S. GAAP, the provision for loss on disposal is reduced by an amount equal to the difference in asset carrying values measured under Canadian and U.S. GAAP. 
© The differences relate primarily to foreign exchange losses in the commodity chemicals business of NOVA which was split off effective July 2, 1998. 


Condensed Statement of Consolidated Income ” 


Year ended December 31 (millions of dollars) 1999 1998 1997 
Revenues 11,648 10,549 9,199 
Cost of sales 7,890 7,002 6,145 
Other costs and expenses 1,567 1,526 1,156 
Depreciation 598 509 494 
Restructuring and other costs 170 207 — 
Transaction costs of business combination — 182 — 
10,225 9,426 7,795 
Operating income 1,423 el23 1,404 
Other (income)/expenses 
Equity income (217) (225) (169) 
Other expenses 1,009 926 788 
Income taxes 153 162 243 
945 863 862 
Net income from continuing operations in accordance with U.S. GAAP 478 260 542 
Net (loss)/income from discontinued operations in accordance with U.S. GAAP (476) (143) 53 
Net income in accordance with U.S.GAAP | Pia 117 595 
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Comprehensive Income in Accordance with U.S. GAAP 


Year ended December 37 (millions of dollars) : : 1999 Beeps 1998 Star ie 1997 
Net income in accordance with U.S. GAAP . cm 2 | 117 595 
Adjustments affecting comprehensive income under U.S. GAAP | 
Foreign currency translation adjustment 3 (18) 23 
Adjustments related to the business combination with NOVA _ (51) ee 
Comprehensive income in accordance with U.S. GAAP : tee cen Lex RSS ie sis Sete ; 618 


Condensed Balance Sheet” 


December 31 (millions of dollars) 1999 1998 
Current assets 1,657 1,434 
Current assets of discontinued operations 857 946 
Long-term investments 1,597 1,479 
Plant, property and equipment 16,077 15,665 
Regulatory asset 3,344 3,057 
Other assets 258 370 
Long-term assets of discontinued operations 2,864 : 3,947 

26,054 26,498 
Current liabilities 2,545 2,473 
Provision for loss on discontinued operations 376 / — 
Current liabilities of discontinued operations 475 TAWE 
Deferred amounts 379 478 
Long-term debt 12,161 11,926 
Deferred income taxes 3,211 / 3,083 
Preferred securities 983 | 1,000 
Trust originated preferred securities 218 218 
Long-term liabilities of discontinued operations 314 322 
Non-controlling interests 365 96 
Shareholders’ equity 5,627 | 6,185 

26,654 | 26,498 


SOR RETR 


) |n accordance with U.S. GAAP, the condensed Statement of Consolidated Income and Balance Sheet are prepared using the equity method of accounting for joint 
ventures. Excluding the impact of other U.S. GAAP adjustments, the use of the proportionate consolidation method of accounting for joint ventures, as required 
under Canadian GAAP, results in the same net income and shareholders’ equity. 

Under U.S. GAAP, the Preferred Securities are classified as a liability. The fair value of the Preferred Securities at December 31, 1999 is $828 million (1998 — $1,042 million). 

‘) Under U.S. GAAP, transaction costs of the business combination reduce net income. In 1998, cash generated from operations would be $182 million less than the amounts 
reported under Canadian GAAP. 
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Income Taxes 

U.S. GAAP requires that the Company record a deferred 
income tax liability for its cost-of-service regulated busi- 
nesses. As these deferred income taxes are recoverable 
through future revenues, a corresponding regulatory asset is 
recorded for U.S. GAAP purposes. Deferred tax assets and 
liabilities are adjusted for changes in enacted tax rates. 


December 31 (millions of dollars) 

Deferred Tax Liabilities 

Accelerated tax depreciation on plant and equipment 
Taxes on future revenue requirement 

Undistributed earnings of subsidiaries and joint ventures 
Other 


Deferred Tax Assets 

Net operating and capital loss carryforwards 
Deferred amounts 

Other 


Valuation allowance 


Deferred taxes — continuing operations 
Deferred taxes — discontinued operations 


Stock Based Compensation 

The Company uses the measurement rules of APB Opinion 
No. 25 to account for employee stock options. The use of the 
fair value method of Statement of Financial Accounting 
Standards No. 123 “Accounting for Stock-Based Compen- 
sation”, would have resulted in net (loss)/income of 
($16) million in 1999 (1998 - $109 million; 1997 - 
$588 million) and net (loss)/income per share of ($0.14) 
in 1999 (1998 — $0.13; 1997 - $1.19). 
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The tax effects of differences between the accounting 
value and the tax value of assets and liabilities are as follows. 


1999 1998 
1,867 1,699 
1,470 P1340 

114 132 

24 | 54 
3,475 3,225 
186 61 
77 77 

17 34 
280 172 
(16) (30) 

264 142 
3,211 3,083 

(1) 107 
3,210 3,190 


Other 

The Financial Accounting Standards Board issued a new 
standard, Statement of Financial Accounting Standards 
No. 133 (SFAS 133) “Accounting for Derivative Instruments 
and Hedging Activities”, which for the Company will be 
effective January 1, 2001. As at December 31, 1999, the 
Company has not determined the impact of SFAS 133 on 
financial statements prepared under U.S. GAAP. 
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SUPPLEMENTARY INFORMATION 


Selected Quarterly Consolidated Financial Data 
The following sets forth selected quarterly financial data for the four quarters of 1999 and 1998 in millions of dollars except 
for per share amounts. 


Three months ended (unaudited) March 31 June 30 September 30 December 31 
1999 So oe 
Revenues 2,557 2,684 3,141 3,535 
Net income applicable to common shares from 

continuing operations before unusual items 127 134 141 113 
Net income per share from continuing operations 

before unusual items $0.27 $0.29 $0.30 $0.24 
1998 
Revenues 2,639 2,445 2,840 3,053 
Net income applicable to common shares from 

continuing operations before unusual items ios 136 127 142 
Net income per share from continuing operations 
_ before unusual items $0.33 $0.29 $0.28 $0.31 


Consolidated Ratio of Earnings to Fixed Charges 
The following table sets forth the company’s consolidated ratio of earnings to fixed charges for the periods indicated. 


Year ended December 31 1999 1998 1997 1996 
Ratio of earnings to fixed charges” - 1.6 1.6 1.8 1.9 
() The ratio of earnings to fixed charges is determined by dividing the financial charges incurred by the company (including capitalized interest) into its income from continuing 


operations before financial charges and income taxes, excluding undistributed income from equity investees. 


The following table sets forth the company’s consolidated ratio of earnings to fixed charges for the periods indicated, 
determined in the manner described in (1) above, but utilizing similar information determined in accordance with U.S. GAAP. 


Year ended December 31 1999 1998 1997 1996 
Ratio of earnings to fixed charges | 15 pee: 18 19 


Differences are described in Note 20 “Significant Differences Between Canadian and U.S. GAAP”, to the 
Consolidated Financial Statements. 
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FOUR-YEAR FINANCIAL HIGHLIGHTS 


(millions of dollars except where indicated) 
Operating Results 
Revenues 
Net income/(loss) 
Continuing operations before unusual items 
Continuing operations after unusual items 
Discontinued operations 
Assets 
Plant, property and equipment 
Alberta System 
Canadian Mainline 
North American pipelines and other transmission 
Other 
Total assets 
Continuing operations 
Discontinued operations 
Capitalization 
Long-term debt 
Non-recourse debt of joint ventures 
Junior subordinated debentures 
Preferred securities 
Preferred shares 
Common shareholders’ equity 
Cash Flow Data 
Funds generated from continuing operations 
Capital expenditures 
Continuing operations 
Discontinued operations 
Share Statistics 
Net income/(loss) per share 
Continuing operations before unusual items 
Continuing operations after unusual items 
Discontinued operations 
Funds generated from continuing operations per share 
Registered Common Shareholders, December 31 
U.S. GAAP Information 
Net income/(loss) 
Continuing operations before unusual items 
Continuing operations after unusual items 
Discontinued operations 
Net income/(loss) per share 
Continuing operations before unusual items 
Continuing operations after unusual items 
Discontinued operations 
Common shareholders’ equity 


_ 1999 
11,917 


613 
552 
(524) 


9,313 
9,479 
2,741 

584 


20,660 
4,404 


12,161 
864 
241 
960 
117 

4,948 


1,059 


1,317 
901 


$1.10 

$0.97 
($1.12) 

$2.25 
32,328 


539 
478 
(476) 


$1.04 
$0.91 
($1.01) 


sil INES ie oe 


1998 
10,977 


629 
463 


5,240 
9,119 
3,512 

561 


20,508 
5,115 


11,926 
1,233 
239 
978 
908 
9,349 


1,096 


2,474 
1,208 


$1.21 

$0.85 
($0.07) 

$2.38 
33,346 


608 
260 
(143) 


$1.24 
$0.45 
($0.31) 


Bare a 


ce 


18,162 
9,132 


9,083 
1,203 
224 
280 
713 
7,285 


1,229 


1,648 
1,108 


$1.30 
$1.08 
$0.43 
$2.69 

N/A 


640 
542 
53 


$1.30 
$1.09 
$0.11 
7,100 


16,590 
4,237 


7,883 
1,200 
223 
261 
513 
7,094 


973 


958 
1,122 


$1.22 
$1.22 
| $0.57 
| $2.14 
| N/A 


589 
589 
251 


$1.21 
$1.21 
$0.55 
7,068 
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CORPORATE GOVERNANCE 


As at December 31, 1999 
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TransCanada’s board of directors and the members of TransCanada’s manage- 
ment are committed to the highest standard of corporate governance. TransCanada’s 
corporate governance practices comply with the guidelines for effective corporate 
governance in Canada adopted by The Toronto Stock Exchange (TSE). TransCanada’s 
principal objective in directing and managing its business and affairs is to enhance 
shareholder value. TransCanada believes that effective corporate governance improves 
corporate performance and benefits all shareholders. 

The principal matters relating to TransCanada’s corporate governance practices 
as required by the TSE are discussed in TransCanada’s Management Proxy Circular 
dated February 29, 2000. The Management Proxy has been approved by the board of 
directors. The board has also approved a detailed set of corporate governance guidelines 
that describe TransCanada’s governance regime. A copy of these guidelines is available 
on request by contacting the Corporate Secretary at TransCanada’s corporate office 
in Calgary. 

TransCanada’s communications, investor relations and corporate secretarial 
departments provide information to and respond to inquiries from shareholders and 
other stakeholders. Inquiries or suggestions are forwarded to the appropriate person 
or committee. TransCanada has a toll-free number shareholders and others can call 
to receive information; telephone numbers are provided on the back cover of this 
Annual Report. 
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INVESTOR INFORMATION 


As at February 29, 2000 


Stock Exchanges and Symbols 
Common shares are listed on the New York, Toronto and Winnipeg stock exchanges 
under the symbol: TRP 
Preferred shares are listed on the Toronto and Winnipeg stock exchanges under the 
following symbols: 
Cumulative redeemable retractable first preferred Series R: TRP.PR.R 
Cumulative redeemable first preferred Series S: TRP.PR.S; Series U: TRP.PR.X 
and Series Y: TRP.PR.Y 
Preferred securities are listed on the New York Stock Exchange under the following 
symbols: 
8.75% Trust Originated Preferred Securities™ (TOPrS™): TCL.Pr 
8.50% Canadian Originated Preferred Securities™ (COPrS™): TRP.Pr.C 
8.25% Preferred Securities: TRP.Pr 
7.875% NOVA Gas Transmission Ltd. (NGTL) Debentures are listed on the New York 
Stock Exchange under the symbol: NVA 23 
16.50% First Mortgage Pipe Line Bonds due 2007 are listed on the London Stock Exchange. 


Important Dates 
Scheduled common share dividend payment dates in 2000 are January 31, April 28, 
July 31 and October 31. 


Dividend Reinvestment and Share Purchase Plan 

TransCanada’s dividend reinvestment and share purchase plan allows common and 
preferred shareholders to purchase additional common shares by reinvesting their 
cash dividend without incurring brokerage or administrative fees. Participants in 
the plan may make optional cash payments to buy additional shares of up to $10,000 
(US$7,000) per quarter. 


Non-resident Investors : 

Dividends paid by TransCanada to shareholders outside Canada are subject to Canadian 
non-resident withholding tax. The general rate is 15 per cent for the investors resident 
in United States and other countries where Canadian tax treaties apply. Residents of 
non-treaty countries are subject to a 25 per cent withholding tax on dividends. 


Common Shares 
Transfer agents and Registrars: Montreal Trust Company of Canada (Montréal, 
Toronto, Winnipeg, Regina, Calgary and Vancouver) and Bank of Montreal Trust Company 
(New York). 


Preferred Shares 

Transfer agent and Registrar for the preferred shares listed below: Montreal Trust 

Company of Canada (Montréal, Toronto, Winnipeg, Regina, Calgary and Vancouver). 
Cumulative redeemable retractable first preferred shares, Series R 
Cumulative redeemable first preferred shares, Series S, Series U, and Series Y 


™ Service marks of Merrill Lynch & Co., Inc. 
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Preferred Securities 
Trustee for the preferred securities listed below: The Bank 
of New York (New York). 
8.75% TOPrs™ 
(TOPrS are obligations of TransCanada Capital, an 
unaffiliated business trust.) 
8.50% COPrs™ 
8.25% Preferred Securities 


First Mortgage Pipe Line Bonds 

Trustee and Registrar: CIBC Mellon Trust Company, as 
agent for National Trust Company (Toronto). Co-Registrar 
and Paying Agent U.K. Series, 16.50%: Computershare 
Services plc (London, England). 


TransCanada Debentures 

Trustee and Registrar for Canadian series listed below: 
CIBC Mellon Trust Company (Halifax, Montréal, Toronto, 
Winnipeg, Regina, Calgary and Vancouver). 


11.90% series S 
11.65% series T 
11.80% series U 
9.80% series V 
9.45% series W 
8.40% series A 


11.40% series J 
10.80% series L 
11.10% series N 
10.50% series O 
10.50% series P 
10.625% series QO 
11.85% series R 


Trustee and Registrar for U.S. series 9.875%, 8.625% and 
8.50%: Bank of Montreal Trust Company (New York). 


“Service marks of Merrill Lynch & Co., Inc. 


TRP PERFORMANCE 


Common Share Price Range 
Toronto Stock Exchange 

July 3 — December 31, 1998 
First Quarter 1999 

Second Quarter 1999 

Third Quarter 1999 

Fourth Quarter 1999 


New York Stock Exchange (US dollars) 
July 3 — December 31, 1998 

First Quarter 1999 

Second Quarter 1999 

Third Quarter 1999 

Fourth Quarter 1999 
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NGTL Debentures 

Trustee and Registrar for Canadian series listed below: 
CIBC Mellon Trust Company (Halifax, Montréal, Toronto, 
Winnipeg, Regina, Calgary and Vancouver). 


11.95% series 13 
11.70% series 15 
11.20% series 18 
12.625% series 19 


12.20% series 20 
12.20% series 21 
8.30% series 22 
8.90% series 23 


Trustee and Registrar for U.S. Debentures series 8.50% 
and 7.875%; and for U.S. Notes series 7.875%, 7.25% and 
8.50%: U.S. Bank Trust National Association. 


Subordinated Debentures 
Trustee and Registrar for U.S. series 9.125%: The Bank of 
Nova Scotia Trust Company of New York. 


TransCanada Canadian Medium Term Notes and NGTL Canadian Medium Term Notes 
Trustee: CIBC Mellon Trust Company (Halifax, Montréal, 
Toronto, Winnipeg, Regina, Calgary and Vancouver). 


TransCanada U.S. Medium Term Notes 

Trustees: Bank of Montreal Trust Company, New York 
(unsubordinated notes); The Bank of Nova Scotia Trust 
Company of New York (subordinated notes). 


NGTL U.S. Medium Term Notes 
Trustees: U.S. Bank Trust National Association. 


High Low 
$27.10 $20.95 
$22.80 $19.10 
$21.00 $18.50 
$23.15 $19.10 

< $19.55 $11.50 

High Low 
$17.63 $13.38 
$15.00 $12.63 
$14.18 $12.44 
$15.38 $12.81 
$13.25 $7.81 
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ADDITIONAL INFORMATION 


Annual Information Form 
TransCanada’s 1999 Annual Information Form, as filed with Canadian securities 
commissions and as filed under Form 40-F with the U.S. Securities and Exchange 
Commission, may be obtained from: 

Corporate Secretary 

TransCanada PipeLines Limited 

P. O. Box 1000, Station M 

Calgary, Alberta, Canada T2P 4K5 


Si vous désirez vous procurer un exemplaire de ce rapport en francais, veuillez 
vous adresser par écrit a TransCanada PipeLines Limited, bureau du secrétaire. 


Quarterly Updates 
If you would like to receive quarterly reports but are not a registered shareholder, 
please write or call us with your name and address. 

To change your address, eliminate multiple mailings, request information 
regarding cheques, share certificates, stock transfers or dividend reinvestment plan 
account updates, please contact the transfer agent: 

Montreal Trust Company of Canada 

Stock Transfer Services 

600, 530 — 8th Avenue S.W. 

Calgary, Alberta, Canada T2P 388 

Telephone: (403) 267-6555 or toll-free: 1-800-558-0046 


Internet Site 
To access TransCanada’s corporate and financial information, including quarterly 
reports and news releases, visit our Internet site at http://www.transcanada.com. 


Metric Conversion Table 

The conversion factors set out below provide only approximate conversions. To convert 
from Metric to Imperial, multiply by the factor indicated. To convert from Imperial 
to Metric, divide by the factor indicated. 


Metric Imperial Factor 
kilometres ein ome ee eG ee: 
millimetres inches 0.04 
kilowatts horsepower | 1.34 
gigajoules million British thermal units | 0.95 
cubic metres * cubic feet | 35.3 
cubic metres (liquid measure) barrels | 6.29 
degrees Celsius degrees Fahrenheit multiply by 1.8, 
then add 

32 degrees. 


To convert to 

~ Celsius, subtract 
32 degrees, 
SS 


oe SFE SSSR ITE ESE DL EINE DID IIS ERE BR EIS 


* 


The conversion is based on natural gas at a base pressure of 101.325 kilopascals and a base temperature of 15 degrees Celsius. 
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BOARD OF DIRECTORS 


Douglas D. Baldwin, PEng. 
President and 

Chief Executive Officer 
TransCanada PipeLines Limited 
Calgary, Alberta 


Ronald B. Coleman 
President 

R. B. Coleman Consulting Co, Lid. 
Calgary, Alberta 


Dominic D’Alessandro 
President and 

Chief Executive Officer 

The Manufacturers Life 
Insurance Company 

Toronto, Ontario 


Wendy Dobson 

Professor 

Rotman School of Management 
and Director, Institute for 
International Business, 
University of Toronto 

Toronto, Ontario 


Richard F. Haskayne, 
OCHOA: 

Chairman 

TransCanada PipeLines Limited 
Calgary, Alberta 


Kerry L. Hawkins 
President 

Cargill Limited 
Winnipeg, Manitoba 


The Hon. Donald 
5, Macdonald, PC, G.C: 


Corporate. Director 
Toronto, Ontario 


J. M. (Jack) MacLeod 


Corporate Director 
Calgary, Alberta 


Harold P. Milavsky, #C.A. 
Chairman 

Quantico Capital Corp. 
Calgary, Alberta 


James R. Paul 
Chairman 

James and Associates 
Houston, Texas 


Harry G. Schaefer, £C.A. 
President 

Schaefer & Associates Ltd. 

and Vice Chairman 
TransCanada PipeLines Limited 
Calgary, Alberta 


W. Thomas Stephens 
Corporate Director 
Greenwood Village, Colorado 


Joseph D. Thompson, 
PEng. 

Chairman 

PCL Construction Group Inc. 
Edmonton, Alberta 


TransCanada would like to acknowledge the six members of the board of directors 
who retired at the annual meeting of shareholders held April 30, 1999. We thank 
Sir Graham Day, Joseph Healy, Harley Hotchkiss, Gerald Maier, Cedric Ritchie and 
eM Allan Taylor for their contributions to the company. 

3 At the same meeting, shareholders elected three new directors: Douglas D. 
Baldwin, retired Senior Vice-President and Director of Imperial Oil and now 
TransCanada’s President and CEO; Dominic D’Alessandro, President and CEO of 
The Manufacturers Life Insurance Company, and W. Thomas Stephens, former 
President and CEO of MacMillan Bloedel prior to its merger with Weyerhauser. 


EXECUTIVE OFFICERS 


Harold N. Kvisle 
Senior Vice-President 
and President, 
Energy Operations 


Sarah E. Raiss 
Senior Vice-President, 
Human Resources and 
Public Sector Relations 


Douglas D. Baldwin 
President and 
Chief Executive Officer 


Albrecht W.A. Bellstedt, 


OG Garry P. Mihaichuk Ronald J. Turner 
Senior Vice-President, Senior Vice-President Senior Vice-President and 
Law and Administration and President, President, International 


TransCanada Transmission 
Russell K. Girling 
Senior Vice-President 
and Chief Financial Officer 


Walentin Mirosh 
Senior Vice-President, 
Corporate Strategy and 
Business Development 


ANNUAL MEETING 


, The annual general meeting of shareholders is scheduled for April 28, 2000 at 10:30 a.m. 
at the Hilton Montreal Bonaventure, Montréal, Québec. 
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TransCanada PipeLines Limited 
TransCanada PipeLines Tower 
111 - Fifth Avenue S.W. 

Calgary, Alberta 

T2P 3Y6 

(403) 267-6100 


TransCanada welcomes 
questions from shareholders 
and potential investors. 


Please telephone 

Investor Relations 

at 1-800-361-6522 

(Canada and U.S. Mainland) 
or direct dial 

David Moneta 

Director, Investor Relations 
(403) 267-8521 


The investor fax line is 
(403) 267-8538 


Visit TransCanada’s 
Internet site at: 
http://www.transcanada.com 


